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IN THE 


United States Court of Appeals 


FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 23,585 


ALASKA AIRLINES, INC. 


Petitioner 
Vv. 


CIVIL AERONAUTICS BOARD 
Respondent 


JOINT APPENDIX 


Order No. E=20835 
Ie. 


rloerre 
te 


MAIL RATES Docket 13350 


FINAL MAIL RATES 


Crder E-20790 (Order) directing 
cause why the Board should not 
wherein set forth as the fair 
paid Alaska Coastal-Ellis Airlines for 
ire system for the past period 
and for the future period 


™Z notice of objection has elapsed, and 
to the Order has been filed by any party. 
s nave sherelore waived the right to a hearing and all 
of the Board fixing 


, hereby reaffirms and 
forth in the said Order 


ral rates of compensation to be 
pursuant to section 406 of the 
ty aircraft, the fecilities used 
5 connected theréwith between 
by its certificates of public 
- orders, has been, is 
to «rancport mail, are the 


. 


presently, 


Yates srecai wet Or ter Bek, i/ whieh rates are inccrrorated by 
reteresce herein. 


Hi. orace cnall te effective as of this date. 


By the Civ.. Aeronautics Board: 


HARCLD R. SANDERSON 
Secretary 


(SEAL) 


j/ Tne rates are ces forth on pages 16 end 17 of’ the Stetenent of 
Previsional Findings and Conclusions, Order E=20790, May 5, 1964. 


AVAILABLE 
a! bound volume 


Order No. E-23290 
UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C. 


on the 25th day of February, 1966 


CORDOVA AIRLINES, INC 
Docket 15143 


_ SSSI MALL RATES 


ORDER FDCING FINAL RATES 


the Board adopted Order E-23216 (Order) directing 
show cause why the Board should not fix, determine, 
@ publish the rates therein set forth as the fair and reasonable final rates 
paid Cordova Airlines, Inc. for the transportation of mail over its enti 
system for the past period April 1, 1964, through June 30, 1965, and for the 
future pericd beginning July 1, 1965. 


The time designated for filing notice of objection has elapsed, and no 
notice of objection or answer to the Order has been filed by any party. 


All parties have therefore waived the right to a hearing and all other 
cedural steps short of a final decision of the Board fixing the rates. 


The Board, upon consideration of the record, hereby reaffirms and makes 
final all the findings and conclusions set forth in the said Order. 


Tne Board in its Order noted the pendency of a petition to intervene 
by Pacific Northern Airlines, Inc., but stated that it was not presently 

bad ca the petition pending lapse of the period for filing notice of objec- 

and formal answer. Pacific Northern has not filed any response to the 
Order oe phe prescribed period of time, as required by Rule 305 of the 
Board Rules of Practice. Therefore, the carrier has waived its rights toa | 
hearing and a22 other procedural steps short of a final decision by the Board, 
anc its petition to intervene is dismissed as moot. 


ACCORDINGLY, IT IS ORDERED THAT: 


1. The fair and reasonable final rates of compenwstion to ve paid Corcova 
‘Lines, Inc., pursuant to section 406 of the Act, for the transportation of 
muil by aircraft, the facilities used and useful therefor, and the services 
connected therewith between the points between which the carrier, by its certifi- 
cate of public convenience and necessity and by exemption orders has been, is 
vresently, or hereafter may be authorized to transport mail, are the rates 
specified in Order E-23216, LV which rates are incorporated by reference herein. 


2. ‘The petition to intervene of Pacific Northern Airlines, Inc., be, and 
it hereby is, dismissed. 


3. This order shall be effective as of this date. 


By the Civil Aeronautics Board: 


HAROLD R, SANDERSON 


Secretary 
(SEAL) 


1 The rates are set forth on pages 12 through 14 of the Statement of 


Provisional Findings and Conclusions, Order E-23216, February 10, 1966. 
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CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


at its office in Washington, D. C. 
on the lth day of May, 1967 


Adopted by the Civil Aeronautics Board 
- 


Docket 14958 


ORDER FOCING FIL RATES 


the Boar? adopted Order 5-25046 (Order) cirecting 
: cause why the Board should not fix, determine, 
et forth as the fair and reasonable rates to 
for the transportation of mail by aircraft 


filing notice of objection has elapsed, 
tv answer to the Order has been filed by 


waived the rij hearing and all 
a final si of the Board fixing 


£ the record, hereby reaffirms and 
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nd Northwest Airlines, Inc., 
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ACCORDINGLY, IT IS ORDERED THAT: 


1. The fair and reasonable rates of compensation on and after 
January 1, 1967, to be paid Alaska Airlines, Inc., for the transportation 
of mail by aircraft, the facilities used and useful therefor, and the 
services connected therewith between the points between which the carrier 
has been, is presently, or hereafter may be authorized to transport mail 
by its certificates of public convenience and necessity are the rates 
specified in Order E-25046, which rates are incorporated by reference 
herein. 


2. The compensation provided herein shall be in lieu of, and not 
in addition to, the mail compensation heretofore received by Alaska 
Airlines, inc., for mail transported on and after January 1, 19€7. 2 


3. The petitions to intervene of Pacific Northern Airlines, Inc., 
and Northwest Airlines, Inc., be, and they hereby are, dismissed. 


4, This order shall be effective as of this date. 


By the Civil Aeronautics Board: 


EAROLD R. SANDERSON 
Secretary 


(SEAL) 


2/ This Order is not intended to affect Alaska's service mail rates 


as established in other applicable orders of the Board. 
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UNITED STATES OF AMERICA 


ALASKA AIRLINES, INC. 


Decided: August 5, 1969 


The public convenience snd necessity do not require the alteration, 
amendment, modification, or suspension of condition (6) in 
Alaska Airlines’ certificates for routes 124 and 138 or condition 
(7) in such carrier's certificate for route 124-F, and the 
carrier's application for smendment of such certificates should 
be denied: 


APPEARANCES: 


Hernen F. Scheurer, Jr., and Willism V. Cheek for Alaska Airlines, Inc. 

Robert NW, Duggsn and Richerd J, Fehy, Jr., for Pan American World © 
Airusys, Inc. a 

Ernest I, Keyfmenn for Western Air Lines, Inc. 

Theodore I, Sesmon for Wien Consolidated Airlines, Inc. 


Byrton S. Kolko for the Bureau of Operating Rights, Civil Aeronautics 
Board. 


BY THE BOARD: 

In this proceeding Alaska Airlines (AS) has filed applications 
seeking amendments of its certificates for Routes 12) and ye 
(Docket 20465) and for Route 12h-F” (Docket 20167) so as to delete 
the subsidy-limiting condition placing a ceiling on the amount of 
subsidy which AS can receive. This ceiling, totalling $2,754,215, 
represents the amounts of subsidy 45, Cordova and Alaska Coastal 


(the latter two having merged into AS) cowld receive under the final 


mail rates effective for each at the time of merger, and the limita- 
L/ 


tion was imposed as a condition to the mergers. 

Examiner Goldberg in a recosmended decision served June 3, 1969, 
concluded that the public convenience and necessity do not require 
the deletion of the condition and that the applications should be 
denied. AS has filed exceptions to the recommended decision and the 


Board has considered briefs and oral argument presented on behalf of 


T/ Route 12k ‘Buthorizes AS to engage in air transportation within 
Tiaska, and Route 138 authorizes it to engage in air transportaté 
between Seattle/Tacoma and Portland, on the one hand, and Anchorage 
or Fairbanks, on the other. 

2/ Route 12h-F authorizes AS to engage in foreign air transportation 

‘tween points in Alaska and points in Canada. 
Fh The condition reads: "The total subsidy to be paid to the holder 
or the transportation of mail over routes 12h, 12h-F and 138, and 
under any exemption authority held by the holder shall not exceed the 
maximum amounts payable under Orders B-20835, May 19, 196, B-23290, 
February 25, 1966, and E-25130, May 11, 1967." 

L/ Orders B-26301, January 31, 1968, and B-26593, March 28, 1968. 
Ya order 69-8-158, the Board dismissed AS' petition for an order 
declaring as null and void ab initio the subsidy limitations in the 
certificates. 


AS, Pan American World Airways, Western Air Lines, Wien Consolidated 
/ 


Airlines and the Bureau of Operating Rights. 

Upon consideration, the Board concludes, as did the examiner, 
that the public convenience and necessity do not require deletion 
of the subsidy limiting condition from AS certificates and that the 
carrier's applications for deletion of the condition should be 
denied. We reach this conclusion, however, on grounds different 
from these relied on by the examiner. 

In bis recommended decision the examiner noted that according 
to AS' own evidence, the carrier's total breakeven need has increased 
from $1,181,000 in 1966 (prior to the Cordova and Alaska Coastal 
mergers) to $6,592,000 in 1968, and AS projects that total breakeven 
need will in to $8,474,000 in 1969. He further found that 


based upon AS' allocation of total system breakeven a between 
/ 
mainline operations and other scheduled operations, it appeared 


Z Fan American, western anc the Bureau support denial of AS' applications. 
ex's position is limited essentially to support of the examiner's findings 
that there is no basis for AS' contention that it has suffered diversion 
from Wien's Anchorage-Pairbanks service and that additional subsidy could 
be utilized to enhance AS' competitive position vis-a-vis Wien in the 
Anchorage-Fairbanks market. 

_6/ 4S performs so-called "mainline operations” and "bush" or "other 
scheduled operations.” The mainline operations are performed over 

three basic routings: Seattle-Anchorage-Fairbanks, Seattle-Sitka- 
Juneau-Yakutat-Cordova-Anchorage (In the past AS has split this opera- 

tion inte Seattle-Sitka-Anchorage and Juneau-Yakutat-Cordova-Anchorage 
operations.), and Anchorage-Unalakleet-Nome-Kotzebue. AS competes 

with Western and Northwest in the Seattle-Anchorage market, with Pan 
American between Seattle and Fairbanks, with Western in the Juneau- 
Yakutat-Cordova-Anchorage market, and with Wien between Anchorage and 
Fairbanks and between Anchorage and Nome/Kotzebue. Northwest, Pan American, 
and Western are nomsubsidized carriers; Wien, like AS, is subsidized, and 
also, like AS, its Anchorage-Fairbanks service is subsidy-ineligible. 


that the major portion of the increase in breakeven need is attribut— 


able to the carrier's mainline operations. Thus, he noted, total 
breakeven need for mainline operations increased from $1,862,000 in 
1966 to $1,853,000 in 1968 and is estimated at $6,251,000 in 1959. 

On the other hand, total breakeven need for AS' other scheduled opera- 
tions in 1968 amounted to $1,530,000 out of $6,592,000, and 4s pro- 
Jected at $2,357,000 out of $8,471,000 in 1969. 

The examiner found that the large increase in AS' breakeven need 
is due, at least in prime part, to the carrier's operation of increased 
capacity and costly equipment over its duplicative mainline routes, 
and is not attributable in significant part to unexpected reveme 
losses and cost increases as claimed by the carrier. He concluded 
that additional subsidy, in the amount of $5.7 million, to enable the 
carrier to meet its projected breakeven need of $6.2 million for its 
mainline operafions in 1969 is not warranted or required since AS' 
duplicative mainland markets are served by healthy nonsubsidized trunk- 
line carriers which provide, or are capable of providing, the services 
needed by these markets. Finally, the examiner set forth a number of 
alternatives available for the improvement of AS' financial condition, 
including reduction in frequency of service and use of less costly 
equipment. 

AS contends that the examiner erred in finding that the increase 
in breakeven need was attributable to increased frequencies and opera- 
tion of high cost aircraft and that he erred in not giving fll 


recognition to the unexpected cost increases and revenue losses it 


claimed. According to AS, the present capacity of Western, Northwest 
and Pan American could not provide the necessary lift for peak period 
capacity, and the examiner's proposed solutions to AS’ problems 
reflect inaccurate comiderations. 

For reasons which will presently appear, there is now no question 
presented as to whether, in the words of the examiner, "the Federal 
Government should underwrite £S' present level of operations and the 
attendant ‘ncreases in breakeven need with additional subsidy as a 
public convenience and necessity requirement.” Accordingly, we find 
mo need to resolve the issue whether, or to what extent, AS’ increased 
breakeven need projected at $8,174,179 in 1969 is attributable to 


increased frequencies and use of more costly aircraft or to unexpected 


cost increases and reverme losses; nor need we pass on any other alleged 


error in the examiner's findings noted above. These issues have become 
moot because AS now asserts that the 1969 forecast contained in the 
record is no longer valid because of changed circumstances and it no 
longer takes the position it maintained below that the subsidy limita- 
tion should be removed because, without additional subsidy support, it 
will be umable to ccntimue as a viable competitor in the markets 

which it operates. 

Thus, AS points out in its brief to the Board that the substantial 
increase in charter cargo work directly related to the oil exploration 
activity in the North Slope area of Alaska through early 1969 has 
"dramatically" changed AS’ operating results. Specifically, the impact 


of this charter mnneren is shown by an operating loss 
of $458,827 in the first five months of 1969 compared 
to an operating loss of $2,564,104 in the same period for 
1968. ‘These improvements, which are also attributed 


by AS to the recently realized benefits of the mergers, 


have enabled it to seek ey of its petition for 


@ vew mail rate in Docket which was predicated on 
the carrier's being eligible for a new higher subsidy 
mail rate. 

The crucial factor in our decision in the instant 
case is that AS no longer contends that it has a present 
need for additional subsidy to enable it to maintain 
a Vieble operation on competitive routes. Absent a 
present need. for subsidy in excess of the ceiling set 
forth fn the certificate, there is only one remaining 


contention made b: AS as to why the condition should be 


VU Lilustratzve of the difference between experienced 
Tesults and AS forecast for 1969 is the fact that it 
projected its total 1969 charter revenue at $7,247, 652 
whereas it actually received during the first 5 months 
of 1969 charter revenues of $6,181,776. 

8/ Counsel for AS also stated at oral argument that 

here is no present intention or expectation of filing 
a petition for an increase in mail rates within 2, 3, 
4, 5, 10 months, 2 years. There is no contemplation 
whatsoever." (Tr. T2) 


removed. That is premised on the argument that AS’ 
competisors have a distinct advantage over it in the 
Sinancial market place, since neither they nor any 
other carriers under the Board's jurisdiction have a 
subsidy ceiling. “There is no doubt", according to 


AS, “that this condition as well as this proceeding 


created problems with respect to future financing 


AS does not support these general allegations 
with any parviculars, and, in the present situation 
of increased earnings, no sound reason appears why 
the condition should place it in a competitive dis- 

in the money market, (even assuming, 

that establishment of this fact would ware 

2 of the condition). ‘There are effective 
subsicy limits in the Class Rate for all nine local 
service carriers which provide service in the 68 
contiguous states. Moreover, a significant amount 
of route authority to local service carriers has been 
@rantec on a subsidy-ineligible basis; and if certain 
AS markets (alluded to in the Examiner's Recommended 
Decision) were clearly made subsidy ineligible, the 


Payments to which AS would be entitled for presently 


providing service in the remaining markets would appear 
to be within the ceiling set forth in the certificate 
restriction. 

We find, therefore, that AS has not shown that the 
public convenience and necessity require deletion of the 
subsidy-limiting condition from its certificates and that 
the carrier*s application for deletion of this condition 
should be denied. Denial, hovevér,. will be without prejudice 
to’ subsequent application by. the carrier for deletion or 
modification of the condition. If any subsequent application 
is filed, one significant factor leading to a decision 


would involve the matter of subsidy ineligibility on certain 


routes: discussed in the Recommended Decision (the 


duplicative mainland markets served by healthy nonsubsidized 
trunkline carriers). We do not, of course, attempt to 

set forth here what other matters might be presented or what 
other pertinent facts or circumstances might be urged if the 
carrier subsequently asserts a then current subsidy need in 
excess oz $2, 754, 215- 

Accordingly, in view of the foregoing and all the facts 
of record, the Board finds: 

i. That the public convenience and necessity do not 
require the alteration, amendment, modification, or suspension 
of condition (6) in Alaska Airlines’ certificates for Routes 12h 
and 138, or condition (7) in said carrier's certificate for 


Route 124-F. 


2. That Alaska Airlines’ applications in Dockets 20465 and 20467 
should be denied without prejudice, 

3. That this proceeding should be terminated, 

Appropriate orders will be entered. 


CROOKER, Chairman, MURPHY, Vice Chairman, MINETTI, GILLILLAND and 


ADAMS, Members of the Board, concurred in the above opinion. 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C., 


on the Sth day of August, 1969 


Applications of 


ALASKA AIRLINES, INC. 
Dockets 20L65 and 
20467 


te 20 00 00 0 oe 


for amendment of its certificates of 
public convenience and necessity for 
routes 12h, 12l-F, and 138. 


o0 08 88 


A full public hearing having been held in the above-entitled 
proceeding, and the Board, upon consideration of the record, having 
issued its op#nion containing its findings, conclusions, and decision; 

IT IS ORDERED: 


1. That the application of Alaska Airlines, Inc., in Docket 20467, 
be and it hereby is denied without prejudice; 


2. That this order shall become effective upon the date of its 
approval by the President of the United States. 


By the Civil Aeronautics Board: 


(SEAL) 


THE WHITE HOUSE 
APPROVED: 


-BICHARD NIXON 
August 25, 1969 


UNITED STATES OF AMERICA 
CIVIL ASRONAUTICS BOARD 
WASHINGTON, D. C. 


Adepted by the Civil Aeronautics Board 
at its office in Washington, D. C., 
on the Sth day of August, 1969 


Applications of 


ALASKA AIRLINES, INC. 
Deckets 20465 and 
20L67 


amendment of its certificates of 
¢ comrenience and necessity for 


$18 an oe oe ee oe ee ee 8 


A fll peblic hearing having been held in the above-entitled 
proceeding, and the Ecard, upon consideration of the record, having 
issued its opinion containing its findings, conclusions, and decision, 

ts attached hereto and made a part hereof. 


IT IS ORDERED: 


=. Cras? 


lL. That the application of Alaska Airlines, Inc., in Docket 20L65, 
be and it hereby is dented without prejudice; 


2. That this proceeding be and it hereby is terminated; 

3. That this order shall become effective upon the effective 
dave of the Board's order, adopted simultaneously herewith, denying 
the application of XLaska Airlines, Inc., in Docket 20167. 


By the Civil Aeronautics Board: 


HAROLD R. SANDERSON 


Secretary 


BEPORE THE 
CIVIL AERONAUTICS BOARD 


WASHINGTON, D. C. 


ALASKA-CORDOVA MERGER CASE 


JOINT APPLICATION OF 
ALASKA AIRLINES, INC. AND CORDOVA AIRLINES, INC. 


_____FOR APPROVAL OF MERGER 


Communications with respect to this 
document should be sent to: 


Charles F. Willis, Jr., President 
Alaska Airlines, Inc. 
Seattle/Tacoma International Airport 
Seattle, Washington 98158 


J. William Barba 

Jerome K, Kuykendall 

Shanley, Fisher & Kuykendall 

1815 H Street, N. W. 

Washington, D. C. 20006 
Attorneys for Alaska Airlines, Inc. 


Merle K. Smith, President 
Cordova Airlines, Inc. 
Anchorage International Airport 
Anchorage, Alaska 99502 


William C. Burt 

Paul Seligson 

Koteen & Burt 

1000 Vermont Avenue, N. W. 
Washington, D. C. 20005 

Attorneys for Cordova Airlines, Inc. 


March 20, 1967 


JOINT APPLICATION OP 
ALASKA AIRLINES, INC. AND CORDOVA AIRLINES, INC, 


——_—_____FOR APPROVAL OF MERGER 


Alaska Airlines, Inc. (Alaska) and Cordova 
Airlines, Inc., (Cordova) hereby apply pursuant to Sections 
401 and 408 of the Federal Aviation Act of 1958, as amended, 
(Rhe Act) anda such other sections thereof as may be 
2pplicable: 

(1) Por approval of the merger of Cordova into 


(2) Por approval of the transfer of the certicate 
of public convenience and necessity of Cordova to Alaska, 
upon approval of the merger: 

(3) Por approval of the transfer or reissuance to 
Alaska of all other operating authority, including route 
exemption authority held be Cordova; and, 

(4) Por exemption, approval or disclaimer of 


jurisdiction with regard to the loan agreement hereinafter 


Gescribed. In support hereof, Alaska and Cordova state as 
follows: 

1. Alaska and Cordova are corporations organized 
and existing under the laws of the State of Alaska. Alaska 


19 


maintains an office and place of business at Seattle-Tacoma (3) 
International Airport, Seattle, Washington 98158. Cordova 
maintains its Principal place of business at Anchorage 
International Airport, Anchorage, Alaska 99502. 


2. Alaska and Cordova are citizens of the United 


States within the meaning of Section 01(13) of the Act. 


3. Alaska and Cordova are air carriers as defined 
in Section 101(3) of the Act. Alaska is the holder of 
certificates of publie convenience and necessity issued by 
the Civil Aeronautics Board authorizing it to engage in sched- 
uled air transportation of persons, Property and mail over 
Routes 128 and 138. Cordova is the holder of a certificate 
of public convenience and necessity authorizing it to engage 
in shceduled air transportation of persons, property and 
mail over Route 124. Cordova is also authorized by various 
exemption orders to provide air transportation between 
several points within the State of Alaska and between certain 
points in the State of Alaska and Dawson, Yukon Territory, 
Canada. 

4. Alaska and Cordova, pursuant to resolutions 
duly adopted by their respective Boards of Directors, entered 
into an Agreement of Merger, dated as of March 17, 1967, 
providing for the merger of Cordova into Alaska, upon the 
approval of the Civil Aeronautics Board and other necessary 
approvals, consents and waivers, all as more fully set forth 
in said Agreement, a true and correct copy of which is 


attached hereto as Appendix A. 


5. Ther merger of Cordova into Alaska will be 
consistent with and in the public interest. The conditions 
of Section 408 and other applicable sections of the Federal 
Aviation Act, as amended, will be fulfilled. The-merger 
will not result in creating a monoply and will not restrain 
competition or jeopardize any other air carrier not a 
party to the merger. Moreover, the mmagements of both car- 
riers believe that the merger will contribute significantly 
to the operating efficiency and economic strength of Alaska, 
the surviving carrier. Furthermore, the merger will benefit 
the public by eliminating the need of Cordova to seek a 
significantly increased subsidy rate because of its financial 
condi€ion. 

Expeditious effectuation of the merger, however, 
with the consequent benefits inherent in increased financial 
strength and equipment flexibility will, in the opinion of 
the applicants, enable the surviving carrier to operate 
Cordova's routes with a subsidy no greater than that which 
Cordova is presently receiving, and the surviving carrier 
will also be able to accomplish its present plan of being 
free of subsidy by fiscal year 1971. 

6. Alaska and~Cérdova also request exemption, 
approval of or disclaimer of jurisdiction with regard to a 
thirty day loan of $100,000 made by Alaska to Cordova on 


Pebruary 28, 1967. The maturity date of this loan may be 


extended as may be agreeable to Alaska and will be secured 


by a subordinated mortgage of the assets of Cordova, as 


well as by the personal guarantee of Merle K. Smith, Cordova's 
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president, who has given a subordinated pledge of all of (5) 


his stock in Cordova. Both the mortgage and pledge are sub- 
ordinated to liens presently existing upon the property and 
stock in question. Virtually all of Cordova‘s assets are 
encumbered by liens given as collateral security for ex- 
isting Cordova debts approximating $500,000. A copy of the 
promissory note reflecting the transaction and of Mr. Smith's 
endorsement thereto are attached to this application as 
Appendix B. 

7. The above-described loan was required by Cordova 
on the date the loan was advanced to enable Cordova to meet 
past due obligations and to retain sufficient working capital 
to continue to provide essential air transportation in the 
public interest. In view of the subordinated nature of 
Alaska's interest in Cordova, the parties do not believe 
that the loan transaction constitutes an acquisition of con- 
trol. They therefore request a disclaimer of jurisdiction 
over the loan transaction. However, if the Board finds that 
this transaction requires affirmative Board action, then 
the parties request exemption or approval thereof, in view 
of the unusual circumstances and the public interest con- 
siderations set forth herein. 

8. The note executed by Cordova and guaranteed 
by Mr. Smith calls for the execution of certain mortgages 
and pledges by Cordova and Mr. Smith. It has not been pos- 
sible at this time to complete the preparation and execution 


of these documents, but it is expected that such documents 
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will be executed within the next two weeks. They will be 
submitted to the Board in due course, together with all 
other documents and materials relating to the merger 
transaction. 

9. In view of the possibility that the loan 
transaction may be subject to Section 408 of the Act, Alaska 
and Cordowa, prior to entering into the loan transaction 
or the merger agreement, informed the Board's staff of 
their intentions and of the circumstances surrounding such 
transactions. These circumstances required immediate action 
by Alaska and Cordova, thus making it impossible for them to 
submit an application prior to consummation of the loan 
transaction. Accordingly, a waiver of the “Sherman Doctrine” 
(Sherman, Control and Interlocking Relationships, 15 CAB 876, 
1952) is requested if it is considered that the circumstances 
described subject the transaction to the provisions of 
Section 408. 

WHEREFORE, Alaska Airlines, Inc. and Cordova 
Airlines, Inc. request that the Board: 

A. Assign this application for hearing as soon 
as mzy be practicable, and 

B. After such hearing, issuo an order or orders 
under Sections 401 and 408 of the Federal Aviation Act of 
1958, as amended, end any other applicable provisions thereof 

(1) Approving.the merger of Cordova into Alaska; 


(2) Approving the transfer of the certificate of 


public convenience 2nd necessity of Cordova to Alaska, upon 


approval of the merger; 
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(3) Approving the transfer or reissuance to Alaska 
of all other operating authority, including route exemption 
authority, held be Cordova, 

(4) Exempting, approving or disclaiming juris- 
diction with regard to the loam agreement by and between 
Alaska and Cordova dated February 28, 1967: and, 

(5) Granting to the applicants such other and 
further relief as may be proper. 

Respectfully, submitted, 
. Wo.  TS.0. 
J. William Barba 

Jerome K. Kuykendall 

Shanley, Fisher & Kuykendall 
1815 H Street, N. W. 


Washington, D. C. 20006 
Attorneys for Alaska Airlines, Inc. 
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William C. B 

Paul Y. Seligson 

Koteen & Burt 

1000 Vermont Avenue, N. W. 
Washington, D. C. 20005 

Attorneys for Cordova Airlines, Inc. 


CERTIFICATE OF SERVICE 


I hereby certify that I have this date caused 
copies of the foregoing document to be served upon all 
air carriers holding certificates of public convenience 
and necessity authorizing air transportation to and within 
Alaska, upon the Governor of the State of Alaska, and 
upon all organizations which are party to collective 
bargaining egreements with Alaska Airlines, Inc., or Cor=- 


dova Airlines, Inc., by causing same to be mailed, prop- 


erly addressed, postage prepaid. 


Deo K DroLee 


Dated: March 20, 1967. 


AGREEMENT OF MERGER 
(PLAN OF MERGER) 


AGREEMENT OF MERGER dated as of the 17th day of 
March, 1967, (“Agreement”), between ALASKA AIRLINES, INC. 
("Alaska"), and CORDOVA AIRLINES, INC. ("Cordova"), said 
corporations being sometimes collectively called the “Con- 
stituent Corporations”. 


WITNESSETH: 


The Constituent Corporations are both organized 
and existing under the laws of the State of Alaska. 


Alaska is authorized by its certificate of in- 
corporation to issue 3,000,000 shares of Common Stock of 
the par value of One Dollar ($1.00) per share of which, 
as of January 31, 1967, there were 1,178,000 shares issued 
and outstanding, 26 shares held in the treasury, 50,000 
shares reserved for options of which 28,500 shares were 
reserved for issuance on the exercise of options to cer= 
tain officers and employees of Alaska under its Qualified 
Stock Option Plan, 50,000 shares reserved for options 
granted in connection with the leasing of two Boeing 727- 
90C aircraft and three spare jet engines, and 500,000 
shares reserved for issuance upon conversion of its 6 1/2 
percent Convertible Subordinated Debentures due Noven- 
ber 1, 1986. 


Cordova is authorized by its certificate of in- 
corporation to issue 100,000 shares of Common Stock of 
the par value of One Dollar ($1.00) per share of which, as 
of the date hereof, there were 23,450 shares validly is- 
sued, outstanding and fully paid. 


Alaska and Cordova are engaged in air transpor- 
tation as air carriers. They believe that the merger of 
Alaska and Cordova will improve the services heretofore 
rendered to the public by them as air carriers and that the 
economies and traffic generation resulting from the merger 
will strengthen the Nation's air transportation system and 
promote the public interest. 


The respective Boards of Directors of the Con- 
stituent Corporations, by resolutions @uly adopted, have 
approved this Agreement and have declared it advisable and 
in the best interests and to the advantage of the respective 


corporations that Alaska and Cordova be merged by merging 
Cordova into Alaska on the terms and conditions herein- 
after set forth an@ in accordance with the laws of the 
State of Alaska. 


NOW, THEREFORE, in consideration of the mutual 
promises herein containee, Alaska and Cordova agree that 
the tezms and conditions of merger, the mode of carrying 
the merger into effect, and the manner of converting the 
shares of Cordova into shares or other securities of the 
Surviving Corporation (as hereinafter defined) are as 
follows: 


Section 1. bet —35e CO: 

On the effective date of the merger, Cordova 
shail be merged into Alasx2, in accordance with the laws 
of the State of Alaska, A-aska to be the surviving corpora- 
tion under the laws of she Stzc2 of Alaska, which corpora- 
tion is sametimes hereinafter =eferzed to 2s the “Surviving 
Coxporation”. 


Section 2. Ceriticats of Incorporation 
The Certificate sf Incorporation of Alaska in 
effect on che effeccive cate o= the merger shall be the 


Certificate of Incorporation oF she Surviving Corporation, 


until it is forther amended zs provided therein or by law. 


Section 3. Ev-=3ws 
The By-Laws of hiasxz in effect on the effective 
te of the merger shail se the 3y-Laws of the Surviving 
Corporation, until they a=e S:cther amended, aitered or 
repealed as provided tnerein o> by law. 


Section 4. 2orzd of Dizectors 
Tae persons wno shais serve as the Board of 
Directors of the Surviving Corporation upon and after the 
effective Gate of the mergez shall be the @irectors of 
Alaska in office on such effective date and Mr. Merle K. 
Snith. Such dtrectors shal. role office as provided in 
the By-Laws of the Surviving Cozporation. 


Section 5. Officers and Emp ees 

Tne persons Who shall serve as the officers of 
the Surviving Cozporation upon the effective date of the 
mexger shall be the ofiicers of Alaska in office as of 
such effective date and such cther persons as may be 
elected officers by the 2oard of Directors of the Surviving 
Corporation, all of who shall hold office as provideeé in 
the By-Lews of the Surviving Corporatioz. ALaska and 
we. Merle X. Smith, President of Cordova, have entered into 
an employment agreemes.: commencing 2s of the eltective 
Gate of the merger, uncer which he will perfor= services 
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for the Surviving Corporation for a period of seven years from and 
after the effective date of the merger. 


The Surviving Corporation will accept reasonable labor 
protective provisions of the character and extent previously pre- 
seribed by the Civil Aeronautics Board in similar situations. 


Section 6. of Converti 

(a) The shares of Common Stock of Alaska issued and out- 
standing on the effective date of the merger (ineluding any shares 
owned by Alaska) shall not be modified in any way by this Agreement 
or the merger. 


(b) Except as herein otherwise provided in Sections 
17 and 18, all of the shares of Common Stock of Cordova validly 
issued and outstanding on the effective date of the merger, which 
in no event shall exceed 23,450 shares, are hereby converted as of 
said date, in the aggregate, into sixty-two thousand (62,000) shares 
of Common Stock of the Surviving Corporation which shall be fully 
paid and non-assessable, and said shares of the Surviving 
Corporation shall be allocated among the shareholders of Cordova 
as the latter shall agree among themselves as provided in the 
following paragraph. 


Each holder of an outstanding certificate or certificates 
representing shares of Common Stock of Cordova shall, upon surrender 
of the same to the Surviving Corporation, be entitled to receive 
in exchange therefor (i) a certificate for the number of full shares 
of Common Stock of the Surviving Corporation as shall be agreed to 
in writing among all of the holders of Common Stock of Cordova 
(which agreement shall be delivered to Alaska before the effective 
date of the merger), but in no event shall the shares of Common 
Stock of the Surviving Corporation to be issued and received here- 
under exceed sixty-two thousand (62,000) shares; anc (ii) ap- 
propriate opportunity to exercise the rights withzrSspect to frac- 
tional shares hereinafter set forth; provided, however, that from 
the effective date of the merger and until such surrender and ex- 
change, each certificate for shares of Common Stock of Cordova 
validly issued anc outstanding on such effective date shall, to 
the extent only of the aggregate number of shares stated above, 
be deemed to represent that portion cf the number of full shares of 
Common Stock of the Surviving Corporation into which such shares 
of Common Stock of Cordova have been converted as indicated in 
the aforesaid agreement among the shareholders of Cordova. 


If, prior to the effective date of the merger, 
Alaska shall subdivide or aggregate the shares of its Common Stock 
by way of dividend payable in its Common Stock, stock split, spin-off, 
split-off, split-up, reclassification, combination of shares or 
in any other manner, then (a) in the case of a subdivision, the 


Sccsk Of she Susviving Corsor= 
= are TO GS Convercee shzil 
an cuse of an aggresz- 
Sasvivizg 
Ove axe to bs convertce 
sSviess, howaver, thas 
of shares issuadie, 
unéredths of a shave shzll be 
= Sive-nundzecths of a share or 
sore, Sus less chan cno-sex. = share shall be treated 
zs Saims ome-tensa of = sh 


Be proporsionscely 


o 


Tuon, <2 sumer of s 


nn nE poe ere ‘ 
SOsPSTasson into which 


4p Woh 


oN 


aah Set eetie h 
stali Ss scosostissz=s. 
-~ asy Se sas ypc ema 
a SRY Sucn cop us stant 


Sracctisns of less thon 


Ezsreszrced anc Erzeci 


i? 
jaar tg ¢ 


‘ 
a 


bi 


ne issuszce 5 cases Sy the Survivin 
Corserzcion 


ssr2sice: 32 s= . 2 SoLicwing conéitions: 
oF the Survivin 


minsty Gays efter the 
Ch exch shareholder en- 
atsorésa the opvortu- 
aiticnal share or =o purchase an 
Sete tonz. 2S : ~SSicient to sake one full 
mase. Cuasscenéeiug ~azé interests will not en- 
sicie she cwner : secseive Givicends or 
S5cer such ninety 
zres representing the 
Srescionz. zres will Se soid for the 
account o= she owners c= such <Sractionai shares. The pro=- 
ceeés of anv such sais > Slas=s2 withe= six years aster 
che esttective dete so mergss shail secome the property 
of she Susvivizg Cozzo= 


previously entities 


ZLL che rights, 
~Lsies anc Erenchises, zs well of 
each of che Conscisnent 
ang corporation 
Inc.), suoject 
the Consticuent 
e@ of Alaskz and ail 
éngular the rights, 
Somunitces 2n€ fzancaises of ezch o2 


LOO ft 
bt fj yr 

o 
sft 


LO One AN" 
{ 


rn 
ey 
te @1eo 


s2ctons, ond all prez 


f 


Zin Gases us to any oF 
want, including 
= zesion, and 
selonsing tO or Gue so 
snail 53 taken ané Geonss to Se crans- 
ferrec =o anc tne Surviving Corporation witnout 
act o> cecd, 5 ait sroperty, rights, orivileses, 
somunizties ond franchises and ail ane every other 
interes: shzil be cnere2zfter zs eficccually she property of 


= 


3. 
co] 


ewan 


(13) 
Coastituent Co. ‘ : 2 tO any rcal estate, 
or any interes. i : ccd ox othexwise uncer 
ne laws of : ; ‘ i zany of ox 
Constituens S - be an eny wey 
impaired %: ro > : : ovidee for; but 


on 


rexscccive Co: LoUSA. : when che me. 
becomes ¢ a : : = ving Cosporeticn, end 
extent as if said 


incurred os ¢ 


on the effesvive 
Eedcz, lia- 
Corporations 


owead to the 
upon said date 
act of mexger 
lien, encustoz: 
assets c= 


ros 
Tac 


assets of on = the Con=- 
stituent Or S : — de Sucstancing in 
= Corporacions =s 
oz duty owed by 


BScisuens 


Son. SuSVaven Orpori ion 
consice> 3 
assurances 


sircsols =o 


yor any inc cas 


- yishs 


romeo oa 
assoracve, 


free one 


AVAILABLE 


(14) 

effective date of the merger, to all of Cordova's properties, 
Rooks, contracts, commitments and records and shall furnish 
Alaska during such period all such factual information and 
deeuments concerning Cordova's affairs as Alaska may reason- 
ably request for the sole purpose of enabling Alaska to have 
full opportunity to maxe such investigation as it may desire 
of the aflaizs of Corccova and in order to verify the repre- 
sentations and warranties of Cordova. 


Section 9. S$ ir St 
of Cordova 
All stock of the Surviving Corporation which 
will be acquired by stockholders of Cordova pursuant to this 
Agreement will be acquired for their own account for the pur- 
pese of investment and not with a view tcward sale or 
@istribttion and Cordova shall obtain from each of its 
tockholders and deliver to Alaska, on or prior to the 
ffective date of the merger, executed agreements (“Invest- 
=x Letters") whereby such stockholders represent to, 
warrant to and agree with Alaska that such stock of Alaska 
is being acquired for such purpose and further agreeing to 
comply with all regulations and requirements of any regula- 
tery authority having SSS of the issuance of Alaska 
ee anc in connection therewith will execute any documents 
which Alaska, in its sole discretion, shall deem necessary 
or advisable 


Tf at any time subsequent to the effective date 
of the merger any such stockholcer shall desire to sell all 
or any portion of the stock of the Surviving Corporation 
acquired by him by operation of the merger, then such stock=- 
holder shail, ix writing, make an offer to the Surviving 
Corporation which shall set forth a statement of his inten- 
tion to sell, transfer or otherwise dispose of certain shares 
ock of the Surviving Corporation, the name and address 
the prospective purchaser, transferee, or recipient, the 
zx of shares of stock involved in the proposed sale, 
Yanmsler, or other Cisposicion, except that in the case of 
a actpsers public sale ca a securities exchange, the name 
and adéress of the prospective purchaser, transferee or 
recipient need not be stated. Within 5 days after the 
receipt of such cfifer, the Surviving Corporation may, by 
written notice to the stockholder, elect to purchase or 
receive all, but not less than all, of the stock so offered 
in accordance wich all terms of the offer. The notice of ac- 
ceptance of the offer shail specify a date for the closing 
£ the purchase or transfer, which date shall be not more 
than 30 days after the date of the giving of such notice. 
The closing shall take place at an office of the Surviving 
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Corporation. If the offer is not accepted by the Surviving 
Corporation the stockholder may make the sale, transfer, or 
other disposition to the prospective pruchaser, transferee, 
or recipient or any other disposition described in the state- 
ment attached to the offer, but only in strict accordance 
with the terms therein stated. Anything herein to the con- 
trary notwithstanding, saiss, tx=ansfers or others disposi- 
tions of such stock shall not be made unless the same is 
consistent with the recuirements of the first paragraph of 
this Section and with law (including, to the extent appli- 
cable, the Securities Act of 1933 and Rule 133 adopted there- 
under). However, if the scockholder shall fail to make such 
Sale, transfer, or other dispositicn within 35 days follewing 
the expiration of the time proviced above for acceptance of 
the offer by the Surviving Corporation, the stockholder's 
shares shall again become sxu>jcct to ail the restrictions 

of this section. Ai. provisions of this baregraph are sup- 
Plemented by ard subjecsc to the provisicns of a separate 
agreement of even date herewith to be fileé with the Sur- 
viving Corporation. 


If Alaska at anv time sussecuens to the effective 
date of the mergex proposes so ofier and register any of its 
securities under the Securities act of 1933, and ruies and 
regulations of the Commission thereuncer, all as the sane 
shall be in effect at she time (Securities Act), it will 
each such time give written notice to the former Stockhold- 
ers of Cordova, hereinafter named, (or to such transferees 
of such shares of such Stockholders as are known to Alaska, 
upon the written remuest of any such Stocxholécers within 
fifteen days aftez the nailing of Alaska's notice of inten- 
tion stating the Stockhoider's intended method of disposi- 
tion of such Common Stock of Alaska cwned by such Stock- 
holder as the prospective Seller or Sellers and agreeing to 
indemnify Alaska sgainst licbilities arising out of informa- 
tion supplied by him or chon), Alaska will use its best ef- 
forts to cause such snares of such Stockholder, who shall 
have so recuestec rec istration the.sf, to be registered 
under the Sccusitiss Act, oii to the extent requisite to 
permit the sale or any Gisnositicn by the prospective Sel- 
ler or Sellers o£ the securities so registered within a 
period of time ccincidenc with the offering of Alaska. All 
expenses incurred Dy Alasxk= in complying with the request 
of such Sctocskholéers, including, without limitation, ali 
registration anc filing Zees, printing fees, fees and dis- 
bursemests of counsel for Alaska and expenses of any spe- 
cial audits inciccat to os scaquired by any such registra- 
tion shall be shared and paid by such Stockholders in the 
proportion thas cre number ci shares Dcine registered for 
such Stockholcozs bears to she total number of shares bein 
registered but in no event waall such Stocxnolders be re- 
quired to pay is. excess o= =ne sum of ficccaen thousand dol- 
lars, or to pay any costs whatsoever, if, in the opinion of 
Alaska, no substantial costs of the registration are attri- 
butable to tne shares of such Stockholders. 
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Section 10. Estective Date 

Eack of the Constituert Corporations shall promptly 
place the merser before its sh eee at a regular or 
special meeting for consideration and action thereon. 


The appropriate officers of the Constituent Cor- 
porations shall execute and cause to be filed with the 
Commissioner of Commerce of Alaska articles of merger as 
required by the Alaska Business Corporation Act. Upon is- 
suance by the Commissioner of Commerce of Alaska of a 
certificate of merger, the mezser herein provided for shall 
be and become effective and the date on and time at which 
such certificate cl merges shall be issued is referred to 
herein as “the effective cate of the merger” 


The parties agree tha= the above-described actions 
with respecz to the execution and delivery of articles of 
merges shall he taxen as soon @s practicable after accomplish- 
ment o= the followings: 


{2) Approval oF the merger Sy the respective 
stockholders of she Constituent Corporations, 


= : _ of the merger to the extent 
required under ton 40% and any oth a applicable pro- 
visions of the = > dation Ret of 1958, and 


(3) Tee securing cf any csher approvals, waivers 
or consents required Sy law or by existing notes, contracts, 
leases, aenoes Cs zgreements of the parties. 


Constituent Corporations will use its 
best effores otain cne approvals, waivers and consents 
specifiec azove and any other approvals, waivers or consents 
necessary c= cesizesle to accomplish the merger as expedi- 
tiously 2s possible, and will supply such information and 
Ccouments as the other party may reasonably require for any 
proxy statements, registration of securities or other pur- 
poses essential tc the consummation of the merger. 
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(6) There are no actions or proceedings 
pending or to its knowledge threatened, except such as may 
be pending before the Civil Aeronautics Board oz have been 
disclosed by Cordova to Alaska in writing prior to the 
execution of this Agreement, which may result in any material 
adverse change in the business, present or prospective, or 
the Operations or assets or the condition, financial or 
otherwise, of Cordova. 


(7) Cordova is not a party to any contract, 
materially and adversely Se in the opinion of Cordova, 
or of its counsel, the business present or prospective, or 
the operations or assets or the. condition, financial or othe> 
wise, of Cordova, except such as have been disclosed by it % 
Alaska in writing prior to the execution of this Agreement. 


(8) Cordova is not in GeZault in the per- 
formance, observance or fulfillment of any of the oblisa- 
tions, covenants or conditions contained in any contract, 
bond, debenture, note or other evidence of indebtecness or 
in any indenture, loan agreement or security agreement. 


(9) Cordova has good and marketable title to 
all of its properties and assets, real and personal, iaclud- 
ing those reflected in the balance sheets furnished to 
Alaska, subject to no mortgage or other encumbrance except 
such as have been disciosed to Alaska in writing prior to 
the execution of this Agreement and between the Gate hereof 
and the effective date of the merger, Cordova will do nothing, 
except in the normal course of business and operations and 
with prior written notice to Alaska, to incur or permit any 
further mortgages or encumbrances or to impair in any way 
the aforesaid good and marketable titics. 


(10) Cordova will not, withouc the written 
consent of Alaska, amend its Articles or its Certificate of 
Incorporation or its By-Laws. 


(LL) Cordova docs not have and will act brings 
into existence, any employment contract which is not termnin- 
able upon not more than 30 days notice (except insofar as a 
collective bargaining agreement with a union representing 
some of its employees might be regardea as an enploynent 
contract), and will not make any bonus or special or con- 
tingent compensation payments or arrangements with any of 
its officers or employees. 


(12) Cordova will not incur any obligation 
not within the express contemplation of this Agreement, 
whether by contract oz otherwise, nor dispose of any mate- 
rial portion of its business or property, except pursuant 
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zo existing agreements and arrangements which have been cis- 
closec by Cordova to Alaska in writing prior to the execution 
o2 this Agreement or in the ordinary course of business or 
with the written consent of Alaska. 


{23) Coz@ova shall conduct its business and 
mormal manner in which they have heretofore 
conéucteé and shall not engage in any unusual activities 
sz undertakings, financial or otherwise, without the prior 
written consent of Alaska, except as may be required by law 
yv the Civil Aeronautics Board. 

(14) Cordeva has maintained and will continue 
to mcintein until the effective date of the merger, liability 
imsurance and insurance upon its buildings and equipment 
which ate all of a character usually insured against loss andc 
gamase in che ordinary course of business and which will pro- 
sect Alaska, to che extent of its interest, against any such 
Liability, loss and damage to the extent only, however, that 
Cordova has heretofore cone so. 

{15) The accounts receivable of Cordova 
shown in its balance sheet of November 30, 1966, have been 
collected or are collectibie in full, except as provided for 
in the allowance for doubtful receivables. 


(16) The only collective bargaining agzree- 
ments with labor organizations to which Corcova is a party 


zre these which have heretofore been disclosed to Alaska in 


writing. 


(17) Cordova has delivered to Alaska copies 
of 2ll mortgaces, chattel mortgages, security agreements, 
lean agreements, joint venture agreements, conditional sales 
agreements, lease agreements and all other agreements of a 
similar nature of Cordova (except contracts in the ordinary 
cours2 of business, the aggregate liability of Cordova uncer 
amy one of which goes not exceec the sum of ten thousane 

and purchase anc sales contracts incurred in the 
sary course of business and to be performed not later 
chz- March 31, 1967). 


(12) No finder’s fee or commission is payable 
to ony person with respect to the transactions contemplated 
ner sy. 


(i$) All statements contained in any certi- 
£is-:¢ or other instrument or writing delivered by or on 
Delulf£ of Cordova pursuant to this Agreement or in connection 


(21) 


with the transactions contemplated hereby shall be true, 
correct and complete in all material respects and contain 
no misleading statements nor material omissions. 


Section 12. Financial Statements and Undertakings 
of Alaska 

(a) Alaska has delivered to Cordova, in connection 
with the execution of this Agreement (i) a statement of in- 
come for the year ended December 31, 1965, and a balance 
sheet at December 31, 1965, certified by Ernst & Ernst, and 
(id) a statement of income for eleven months ended November 
30, 1966, and a balance sheet at November 30, 1966, certi- 
fied by the chief financial officer of Alaska. 


Alaska agrees to deliver to Cordova (i) on ox be- 
fore March 31, 1967, a statement of income for the year 
ended December 31, 1966, and a balance sheet at December 31, 
1966, certified by the chief financial officer of Alaska, 
and (ii) within forty-five days after the end of each month, 
commencing January 1967, a balance sheet as of the end of 
such month and a statement of income for such month and for 
the period of the fiscal year ended at the end of such month, 
certified by the chief financial officer of Alaska, and (ii) 
on or before May 1, 1967, a statement of income for the year 
ended December 31, 1966, and a balance sheet at that date, 
certified by Ernst & Ernst. 


(pb) Alaska represents and warrants that as of the 
date hereof and as of the effective date of the merger: 


{1) Such of the financial statements Geliv- 
ered and to be delivered to Cordova under (a) above as are 
or are to be certified by Ernst & Ernst, have been and will 
be prepared in accordance with generally accepted accounting 
principles consistently applied throughout the periods in- 
volved; they are and will be correct and complete and fairly 
present, in accordance with generally accepted accounting 
principles consistently applied, throughout the periods in- 
volved, the financial position an results of operations of 
Alaska; an@ said balance shects do and will reflect all 
liabilities, contingent or otherwise, of Alaska, except 
liabilities which are not required to be so reflected in 
accordance with generally accepted accounting principles. 
Such liabilities not so reflected are not, in the aggregate, 
material. 


The remaining financial statcnents Gelivered and 
to be delivered under (a) above have been and will be pre- 
pared on a basis consistent with the certified statements, 


and with each other, and do and will reflect all relevant 
facts known at the time of their preparation. 


(2) The statement respecting the shares 
of the Common Stock of Alaska set forth above is true and 
correct. Additional shares of said stock may have been 
issued subsequent to January 31, 1967, and may be issued 
after the date hereof. 


(3) Alaska is a corporation duly organized 
and existing in good standing under the laws of the State 
of Alaska, is an “air carrier” within the meaning of the 
Federal Aviation Act of 1958, as amended, is the holder of 
a Certificate of Public Convenience and Necessity issued 
by the Civil Aeronautics Board authorizing it to engage in 
scheduled air transportation, and is duly qualified to do 
business wherever necessary to carry on its present busi- 
ness anc operations. 


(4) There are no actions or proceedings 
pending, or to its knowledge threatened, except such as 
may be pending before the Civil Aeronautics Board or have 
been disclosed by Alaska to Cordova in writing prior to 
the execction of this Agreement, which may result in any 
material adverse change in the business, present or pro- 
spective, or the operations or assets or the condition, 
financial or otherwise, of Alaska. 


(5) Alaska is not a party to any contract, 
materially and adversely affecting, in the opinion of 
Alaska, or of its counsel, the business, present or pro- 
spective, or the operations or assets or the condition, 
financial or otherwise, of Alaska, except such as have 
been disclosed by it to Cordova in writing prior to the 
signing of this Agreement 


(6) Alaska is not in default in the per- 
formance, observance or fulfillment of any of the obliga- 
tions, covenants, or conditions contained in any contract, 
bond, debenture, note or other evidence of indebtedness or 
in any indenture, loan agreement or security agreement. 


(7) So £inder's fee or commission is payable 
to any person with respect to the transactions contemplated 
hereby. 


(8) All statements contained in any certi- 
ficate or other instrument or writing delivered by or on 
behalf of Alaska pursuant to this Agreement or in connection 
with the transactions contemplated hereby shall be true, 
correct and complete in all material respects and contain no 
misleading statements nor material omissions. 
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Section 13. Dividends and Distribution 
Nothing in this Agreement shall be deemed to limit 
or restrict the right of Alaska to pay such dividends in 
stock or cash as its Board of Directors may from time to 
time lawfully ceclarc. 


Seetion i+. OStinions of Counsel, ete. 

Prior to the filing of this Agreement with the 
Commissioner of Commerce pursuant to Section 10 hereo€, 
each party shal give to tne other such opinions of counsel, 
certifications, and other documents as may reasonably be 
required and as are customary in transactions of this kinc. 


Section 15. o>: Consenzs and Waivers Recuized 

This Agreen ‘nave no force or effect uniess 
and until consents, waivers or zpporovals are cbtained to th 
extent required under the provisions of any notes, inéentures, 
contracts, leases or agreements of the Constituent Corpora- 
tions. 


Section 15. sbandomment oF Mercer 

Anything herein oF elsewhere to the contrary not 
withstanding, this Agreemens may be terminated and the mexger 
abandoned at any time pricrz to the effective Gate of the 
merger, whether before oF ziter submission to or approval by 
the stockholders of the Constituent oxzrporations: 


(a) By motusl agreemcnt o- Boards of Directors 
of the Constituent Corporations. 


(b) At the elects = she Board of Directors of 


either of the Constitue> tions in the event that by 
December 31, 1967: 


not have been approved 
by isi = : ive shareholders of each 
of 


nave securce s\ 2 ers, if S=v, 
may be required unc ene 3: =e of any notes, 
loan agrements, co: ten other agreements of 
either of the Corns ions which will remain 
ffect ive Gate of the merger oF 
as may be requis - v the Surviving cor 
poration unucr Such = iS ive date of 
merger or immediately 


nos have been approves 
8 and ovher applscabic 
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provisions of the Feteral Aviation Act of 1958, without any 
conditions which would adversely and materially affect the 
Surviving CorSeration, or the Certificates of Public Con- 
venience and Necessity of Corcova shall not have been issued 
to ee e= transferred to it pursuant to Section 401(h) 
ef the Tederc. Aviation Act of i958, as amended, and all 
other operating authority and rights now held or hereafter 
acquired by Corcova shall not have been issued to or trans- 
ferrec to Alask2 without material change in the nature or 
scone of the services authorized by said Certificates of 
Public Convenience anc Necessity and said other operating 
authority and@ righ=s. Is is undéesscood that reasonable 
2 is protective srovisiussns c= the character and extent pre- 
wiousiy prescrises Sy she Civili seronaucics Board in sinilar 
stuatic.s shall ot be dcemecé =s Se conditions which would 
aé@versely anc materially affect <he Surviving Corporation. 


(ce) 3 - : : € oF Directors of 
ef che Coxnstic: > - e@ event that: 


efleczive date of th 
@ experienced 
< recent twelve- 
and less favorable 
2 twelve-month period 
enced Nevezber 306 Bes exe SS chat thre operating results 
of Alasxa cogs main be consicered in the light 
of swosicy = : Sooes : 2 Order E-24492 Ss 
December 6, 1566. ve suf: G oz permitted any material 
adverse chance in Susiness, present or prospective, or 
ats onezaticzus or Sess O= iss AS financial or 
otherwise, cther = changes sesuicing from proceedings now 
pending before =re civ wersrictics Scare or from actions, 
proceecinges, so m2ceruni consists Cisclosed in accordance 
with Sections <. anc <2 Tereos, oc s.e sesults of che normal 


operezic=ns of its =. 


mtations contained in 
other corporation, 
prove <o be <sctrue i= any zich woule adversely and 
mate>taliy assecc sxe Susviving perssoeien or any of its 
sharcholdezs. 


tne ESS of Directors of 
the merger is in- 
she potential lia- 
(0 arising out of oLjections 
cemancs by such sharehold- 
es = the Surviving Corporation 
pursuas= visions of the laws of Alaska. 


(e) At the election of the Board of Directors of 
either of the Constituent Corporations in the event that 
on or prior to the effective — of the merger litigation 
has beex inst: . OF (1) to prevent the trans- 
i = - in the opinion of counsei 
or (2) which may in the 
ovinien of co Se 2c bauxrcy, substantially and 
acversely affect the business or cssets of either party, 
ocher than litigation discioseé in accordance with Sections 
li and i2 hereof. . 


Section 17. lternative to Termination and 
Abandonment of Mercer 
As an alternative <c texmination and abandorment of 
the me=ger with respect to events, contingencies and things 
referred to in subseczions {(c) @ (2) of Section 16 which 
are applicable to Cordova, <ne sarc of Directors of Alaska 
shall have the right, in ics so_s and cbsolute CGiscretion, to 
elect to have the merger consumctec and, in the event it 
elects so to do, the = the Common Stock of 
Alaska herein provicce i i se for the cut- 
in Section 6 shall 
£ourtean Collars per 
Alaska to be 
2esivalent to she doliar 
h otherwise would 


be reduced, on 
share for each 
issued hereunder, by 
value of the event, 
permit tern 
no event in excess = =. Soke Steck 
of LS wnich och ‘scone iss. tereuncer. The coliar 
value of x : < x SG shail de deter- 
mineé by mutu agree sissle X. Smitha, anc, 
then as Getermined by 
the amount of Comacn 
by the share- 
assigns, 


wo é 
oMa ! 
i 


xn 


anc in 


ti 
. 


Ssecion 18. Escrow <5" 


te 


of Cordova waich were nee 


Seetive date of the mercer, ten 


¥@ 


a 
> 


v Mm ta 


one year 
= ot 9 
waarmee Suring said 
car perioé ott = 2 nurber of th 
hares of Common = :o Alaska i hei escrow as are 
seasonasly equive- ar vo: c sch iiabilities 
shall be returnea co Aiasxa. Th tics value of uny such 
-iabilities shali se cetesmined by mutual agreement oF Alaska 
and Merle K. Smiz. and in the event ox their <aiiure to 
agree, chen as ccvecmined by Alaska o> i counsel. For 
the purposes ‘.cLol each such snare of © c2. Stock of 


‘aon 
Oe 
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De valved a: Scurteen Gciiurs. At the expira- 
one year péericc the Delcnce of such escrow 
Za Geliverea to the coove-referred to 
sz so their successors and assigns, in 
ot : =e: therein as ineicated in Sec- 


ant oF >erseners 
eatoe anc Corcsve Sy mctusi agreement, approved 
ive Scordés ci Dizrsccors, from time to time 
c= zice= =e axehnolcers of either or 
this Agreement 
performance therest cz to icenply with any 
= any jurisdiction o> any epplicsabie regula- 
lic agency or cuthority c= any applicable 
authority, or for any 
=o such amendment 
= the merger set forth 


bf 
{ 


v t oth 


fi 


verad counter- 
and all of 
instrument. 


” 


to be given 

xlines, inc., 

asningcon, 
esices.. or cay Vice 
resic =s=- > Agrec..ent to be given 
=o Coscove : : A =o Coréova Airlinss, 
one, ARCHOS E anchorage, Alaska, 
addressee tO All nocices 
requires ty 
moiéers s= Css 
che adéressis 


pod 


ive O0 


Seazcle- 


a} 


Ui 


es 2+ 
22S 22 


See 


Ye be 
Shock 
ry 


( 
i 


ssures cherewitn 
she Co’ 
Dishes, 579 Broad 
- wiilten Barba, 
2590 V: 


oO 
ti 


Be ee ZG SOre, 


< mailed to the above 
WEE arties snall 
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IN WITNESS WHEREOF, che pasties have caused this 
Agzreemen: of Merger to Se executed as of the dete first 
above written. 


5..TES= SCT SOVE RIRULINES, Inv. 


ASS. Le fechas et 
Sakemesny echt 
Smo tP Ns 


HENRY W. srs S WILLIS, CR. 
=339-35= 


SECRETARY SSS 25S2 
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CORDOVA AIRLINES, INC, 
Box 6203 
Intornational Airport 
Anchorage, Alaska 99502 


March 1, 1967 


Alaska Airlines, Inc. 
Seattle-Tacoma Intcrnstional Airport 
Seattle, Waehington 93153 


Gentle=men: 


On Februsry 23, 1967, Cozdsve Aizlin=s, Inc. ond Alaska Airlines, 
Inc. executed a comorsncdm of uncorstsaciss regarding the general terms 
and conditions of a marger coreee to by ch= two companies. Paragraph 
4(e) of thet aecorsndm of uncszstanding providss for Alaska Airlines 
to arrange for she provision ct 3 loan of $169,000 to Cordova Airlines, 
Inc., pursusst to the terms anc conditions stated thercia. 


In consideration of the making of ssid loan by Alasx= Airlines, Inc., 
Cordowa Airlines, Inc. hereby csrees cs follows: 


1. Cordova Airlines, Inc. will execute its promissory note in the 
a@=ount of $100,000 acyable to Alsska Airlines, Inc. oa or before April 1, 
1967, or such extencz¢ este as acy be agreeable to Alaska Airlines, Inc., 
together with inatercst ot cix pezcent per anmm. 


2. Me. werle K. Smith vill guarantee the payment of said note by 
bis personal encorsemen:. 


3. Cordova Aislines, Inc. will grent to Alaska Airlines, Inc. as 
further security for said loan a cortgage upon or pledge of the assets of 
Cordova Airlines, Inc. subject only to existing liens thereon. 


4. Me. Merle X. Saith will assign and pledge to Alaska Airlines, Inc., 
as fucther security for seid loan, all of the capital stock of Cordova Air- 
lines, Inc. owned by Mr. Smith subject only to the prior right therein of 
the First Mationsl Bank of Anchorage. 


If the foregoing is acceptable to you, please so indicate by signing 
2 counterpart copy of this letter in the space provided below. 


Very truly yours, 
CORDOVA AIRLINES, INC. 


By Y C vA all mn. 5 TE 
Merle K. Smith, President 
Anzcl fr -f, azz 
Above confirmed and agreed to: Merle K. Smith 
ALASKA AIRLINES, Itc. 


a 2 oe 
Charles Y. Willis, Jry, President 
and General Menager 
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Fl oe owed ne db 
$100,000. oe ss Te hetace! 2% nl 1967 


bie 


Thirty (29) cuys sleor foce, £27 veles toccived, Cordova Airlines, Inc. 


prozices to poz to the oxdss ef Aissh: itslirss, Ine. at its offices in 


Seattle, Weshington, ths cin cI One Eendrad Taczsonz Dollars ($100 ,000) , 
with interest ot six povocat ter sancm, = 

As colletezcl sscusity lor poyvant of msis, Corcova Airlines, Inc. 
will esposit with Alesis Aiziises, Inc. ot wslore Marea 10, 1967 moztgages 
and pledges of its assets to the extent of its interests therein and as 
requested by Alasko Airlincs, ins. 

In the event ef non-peyasnt of this cblisstion et mcturity, che holder 
hereof shsll have tho rigit to sell, coz: sign aad coliver the whole or say 
part of this collsteral, or ony cvbstituzes therefor or additions thereto, 
at pudlic or private sacle, st its opriea st any time or tims thereafter 
withovt scvertise=eat or sotica to Corzova Airlines, Inc., cand vith the 
right oa the part of the holésr to becess a purebsser thereof at such sale 
or scles, fread and discharged of any equity of recemption. After oduct: 
all legel or othsr costs and expenses for collection, sale, and ¢:i:: 
the holdar she2) epply che residue of the proceces of such sale o> sales, 
to pay this liability, returning the surplus, if any to Cordova Atzlines, 
Inc., but 1£ thare is a deficiency, Cordova Airlines, Inc. shall remain 
liable for any snount unpaid. 


CORDOVA AIRLINES, INC. 


a, a A 7S 


Msrle K. Sith, President 
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pal bound volume 
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I, Merle K. S=tth, issccy cearcntes payasat of the within note 
et eoturity end boreby weive protest and notice of dishonor of this 
mete end consent to the terms hersos and to any renewal extension 
or acceleration of ths tics of poyo2=t of tis within note or any 
past chescos, oF to ths chaass, iscriass, reccssion or surrender 
of say collateral cppticcsls <.uscto, 12 witusut nocica. 

As collster=: = 
esturiez, I Sescoy ons ote Tiga co Alicia Airlines, Ine. all of 
ey right, e2tic saz icces 2,050 wosz2s of the capital 
stock of Coscsvs aizlicss, <ms., wbic= osc ovesd iy oa subject, 
severthsimss, to sis prtor 2izus thercia si tus Pisct Ectional Bank 
of Anchozese. IL Soscsy spss to csicute any Cscucccss necessary to 


effecsusts such ossigm_ss exe picers. 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


ALASKA-CORDOVA MERGER CASE 
DOCKET 18293 


REPORT OF FREHEARING CONFERENCE 


Served: APR 20 1967 


s 


Jerome X. Kuykendall (Sranley, Fisher & Kuykendall), 1815 # Street, 
N.W., Washington, D. C. 20006, for Alaska Airlines, Inc. 

Paul Y. Seligson (Koteen & Burt), 1000 Vermont Avenue, N.W., 
Washington, D. C. 20005, for Cordova Airlines, inc. 

Theodore I. Seamon (Seamon & Sullivan), 700 Woodward Bu: 
Washington, D. C. 20005, for Northern Consolidated Airlines, 
Wien Alaska Airlines, Inc. 

Jerald P. O'Grady (O'Grady & Reiber), 1625 I Street. N.wW., Washington, 
D. C. 20006, for Pacific Northern Airlines, Inc. 

Robert E. Commerce, 243 West Maple Avenue, Vienna, Virginia 22180, 
for the Air Line Dispatchers Association. 

Allen E. Gramga, Director, Legal Department, Air Line P 
Association, International, 55th and Cicero Avenue, Chicago, 
for the Air Line Pilots Association, International. 

W. Donald Boe, Jr., Civil Acrenautics Board, Washington, D 
for the Bureau of Operating Rights. 


Exceptions. if any, to matters contained herein must be 
Docket Section, Civil Aeronautics Board, Washington, D. 
served upon all parties within five cays of the date of 
above. 


iled with the 


rs 
i 

re 
Cc 
s 


ervice shown 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASEINGTON, D. C. 
ALASKA-CORDOVA MERGER CASE 
DOCKET 18293 


RING CONFERENCE HELD APRIL 13, 1967 


entereé at the prehearing conference 


> om the above date, pursuant to notice of the Chief Examiner: 


alc F. O'Grady for Pacifie Nort Airlines, Inc. 
Sores 2. racy 


coerce for the Air Line Dispatchers Association. 
the Bureau of Operating Rights. 


Alaska Airlines, Inc. (Alaska) and Cordova Airlines, Inc. (Cordova) 
’ ? 
have 3 application requesting exemption, approval, or dis- 


sciction with regard to a loan agreement between Alaska 


Alaska, (2) the transfer of the certificate of 
> necessity of Cordova to Alaska upon approval of 
reissuance to Alaska of all other 
Operating authority, inclu 2 xemption authority held by Cordova. 
Petitions for leave to intervene have been filed by the Air Line 


nal, the Air Line Dispatchers Association 
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PNA raised a question as to whether this proceeding would be subject 
to the provisions of section 801 of the Act if, before the decision 
herein, Cordova is awarded the certificate authority it has requested 
in the Cordova Airlines, Inc., Temporary Points Service Investigation, 
Docket 16325, involving service to Canada. After some discussion, the 
Examiner ruled that if the Board does award such authority to Cordova 
during the pendency of this case, he would expect tne applicants to submit 
the question for determination at that time. 

THE ISSUES 

The parties have accepted Bureau Counsel's statement of issues, as 
revised at the prehearing conference, as the issues to be tried in this 
proceeding. The revised statement is attached as appendix A. 

With respect to the scope of the issues, Bureau Counsel took the 
position that, while the Bureau has not yet clarified its thinking on this 
point, it believes that one of the issues should be whether, as a condition 
of approval of the merger, the Board ought to require that Alaska, as the 
surviving company, operate partially or wholly on a subsidy-ineligible 
basis. The applicants contended that this could not properly be an issue 
in this proceeding. The Examiner hereby rules that such an issue may 
properly be considered in this proceeding notwithstanding the views ex- 
pressed by the Examiner at the conference as to the distinctions between 
section 401 and section 408 proceedings in the course of commenting on 


related contentions made by the Bureau. 
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REQUESTS FOR EVIDENCE 
have agreed to comply with the requests for evidence 
PNA, and ALDA, as revised at the conference. 
stated that with respect to items 6 and 7 of the 
wnich is attached hereto as appendix B, they would 
Sormation as of the most recent date available. Alaska 
pres 2 to use the base year ended June 30, 1966, 
suggested by PNA. By doing so, the 
to avoic delay which would otherwise 
+t for information not yet available. The appli- 
any Suture year projections in their 
parties. 


hereto as appendix C. As to item b(1) of 


Alaska inquired about the basis to be used for segregating 


scheculec and nonscheduled operations. The Examiner 
ton should follow the method used by the Board's 
As to PNA's request b(2), the Examiner ruled 
< Corcova is to supply + mformation requested at the time for sub- 


rebuttal exhibits only if, at the time for submission of dir 


for which they seek 


future year showing 


each z urnished by the applicants 


in agvance of the schedule of 
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In addition to ALDA's evidence request which is attached hereto as 
appendix D, it seeks information on matters not covered by co! lective 
bargaining agreements which are contained in personnel manuals covering 
items such as hospitalization, pension agreements, etc. ALDA and Corcova 
agreed to confer on this request and advise the Examiner by April 20 as 
to how the response will be handled. 

STATEMENTS OF POSITION 

The applicants' position is that the merger should be appreved at 
the earliest possible ni that all operating authority of Cordova 
should be transferred or reissued to Alaska, and that no extraneous issues, 
such as the transfer or issuance of any route authority to any other person, 
should be considered in ~his proceeding. 

PNA and the Bureau have no statement of position at this time. How- 

the Bureau said that it will file a statement of position short 

- the close of the hearing, and prior to the date fixed for the sub- 

on of briefs to the Examiner. 

ALDA's position is that, as a minim, the labor-protective provisions 
adopted in the United-Capital Merger Case should be a condition of merger 


approval, and suggests several "improvements" of these provisions. It 
states it is prepared to aid in drafting a merged seniority list anc 
in behalf of the Alaska Airlines dispatchers, to obtain approval of 


merged carrier. It does not take any position in opposition to th 


The other intervenors have given no indication of their positions. 
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tn accordance with the Standards 


; Examiners in Economic Proceedings 


serve two copies of its exhibits 
P < 


r parties and two copies are to be provided the Examiner. 
) 


each party will furnish two corrected copies of its 


exhibits for the official record and two corrected copies for the 


request of Cordova, which stressed that its financial need 


wing expedited schedule of procedural dates was 


June 1 date previously set for the hearing has 


nm of proposed schedules for 
ee . April 27, 1967 


- May 4, 1967 
: May 18, 1967 
May 25, 1967 


May 29, 1967 


LOH, Me shacr 


Milton H. Shapiro 
Hearing Examiner 
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Appendix A 

Page 1 of 3 
Conference Report 
Docket 18293 


STATEMENT OF ISSUES 


Mer. Issues Under Section 40 € the Federal Aviation Act 


The proposed merger would appear to be subject to section 408(a)(1) 
of the Federal Aviation Act, which makes it unlawful for two or more car— 
riers to merge their properties without prior Board approval, or section 
408(a)(2), which requires Board approval for the purchase of a substanti 
part of the properties of one carrier by another. The stancard for de- 
termination of whether or not such approval should be grantec, as sev forth 
in section 408(b) of the Act, 4s whether or not the merger or purchase of 
properties is consistent with the public interest. 


Under established Board precedent, the term "public interest” as used 
in section 408(b) is a direct reference +o the Declaration of Policy set 
forth in section 102 of the Act. This embraces, among others, the following 
legal and factual issues: 


1. Will the proposed merger result in an integrated route and system 
structure with respect to both traffic flow and operational requirements? 

2. Will che proposed merger result in improved service (a) between 
points on the routes of each carrier, (b) between points on routes of the 
two carriers (inter-carrier service), and (c) between points on routes of 
the carriers and other points? 


3. Will the proposed merger result in any impairment of services 
rendered by either of the carriers? 


4. Will the proposed merger result in creation of a monopoly and there- 
by restrain competition or jeopardize other air carriers not parties to the 
agreement? 


5. May the effect of the proposed merger be substantially to lessen 
competition, or to tend to create a monopoly, in any line of commerce in 
any section of the country? 


6, What adverse effects, if any, will the proposed merger have upon 
other corriers? 


7. Would the commercial revenues of the merged operation be greater 
than the aggregate commercial revenues of the two carriers operating 
separately? 


8. Would the merged operation ineur lower operating expenses than the 
aggregate operating experises of the two carriers operating separately? 
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the merged operation be less than 
two carriers operating separately? 


investment will any capitalization of 


Would changes in commercial revenues, operating expenses, and 
investment referred *% 7, 8, and 9 above result in any improve- 
need position of the merged operation 


any, will the proposed merger have upon the 


collective bargaining agreements between either 
srier ané any groups of its employees be affected? 


employees of the air carriers be adversely 

y the proposed merger? If so, what terms 

ons, if any, should the Board impose in the 
employees? 


protective provisions recommended by 
sted-Capital Merger Case (33 C.A.B. 

and applied by the Board in the Eastern-Mackey 
ger Case (Order E-24127, served November 22, 1966) 


ation upon which the merger is based fair 


ir to both majority and minority stockholders 
*. company? 


result in discrimination in favor of or against 
the creditors or stockholders thereof, 


ve any payment for the intangible property 
fer, particularly certificates of public 
ce and necessity? 


such pazment reasonable or will it result 
the stock or assets of either company? 


14. Are there any understandings or agzeeme oe] two carriers, 
or between eit or be rs and other p 4 other than 
those set forth in the documents, 
or affecting the proposed merger in any way? 


15. If the proposed merger is approved, what terms 
any, should be attached to such approval? 


16. What effect will the proposed merger have on subsic 
routes or operations of either carrier? 


of th 


Section 401(h) of the Act provides that no certificate may be trans- 
ferred unless such transfer is approved by the Board as being ¢ msisven® 
with the public interest. test of the public interest as set forth 
im section 40l1(n) is the same as that involved under section 408, and no 


* 


factual issues are raised thereunder other than those set forth ina above. 


1. Has Alaska acquired control of Cordova withi 
section 408(a)(5) of the Act by virtue of the February 2 
agreement between the two carriers and/or by virtue of memcrandum of 
understanding of the same date between the two carriers? If sc, ané if 
the merger is not approved, should the control relationship be approved? 


2. If Alaska has not acquired control of Cordova with the meaning 
of section 408(a)(5), does the loan agreement and/or memorandum of under- 
standing constitute an agreement between air carriers within the meaning of 
section 412 of the Act? If so, and if the merger is not approved, should 
the Board approve the agreement under section 412? 
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UREAU COUNSEL'S 
requested to submit, together or each singly, 


statement detailing the negotiations which resulted 
= the merger ag t, including the history of the negotiations from 
ination, citing the terms and conditions of any 
. The narrative statement should also include 
negotiations with other air carriers concerning 
the merger and reasons why the proposed merger 
include these carriers. 


=s 


written agreement relating to, collateral to, sub- 
; otherwise affecting the merger agreement 
ger parties or between either company and any person or 
persons luding, inter alia, contracts for management em- 
options, voting of stock and designations 
of the surviving company. If there are no such 
shat effect should be made. (a) Specifically, 
28, 1967, memorandum of understanding to- 
ten instruments and oral understandings 


2CO loan made in February 1967 and any subsequent 


ores 


Cordova. Describe security for such loan in detail, 


oan 


°o 


ng forth the substance of any oral agreement or 
¢ that stated in paragraph 2, above, the date 
understandings, and the parties thereto. 
understandings, a statement to that 


: 
a 
& 


° 


utes of all meetings of the respective boards of 
tees, and of any other committees or of the 
Cordova relating to the proposed merger, or 
supplemental or effectuating agreements or 
in paragraphs 2 and 3 above. 


her communications of the merge 

erning the proposed merger. 

of record of Alaska and Cordova owning 
: gs of stock or warrants of such 
and the amount, percentage, and 

ocknolder. The list shall indicate 

4al owner of such stock, where such 


information is in th lec n in e instance + 

to the knowledge Ty wane = ” owner of record is 
beneficial owner shal ated. The total amount 

class of stock (1) a ized standing should be shown for eac 
company. 


7. A list of all outstanding options to purchase stock of Alaska and 
Cordova identifying all officers employees or counsel of Alaska 
and Cordova holding any such rig’ owing the amounts held by each, 
the date acquired, and all terms of the options. 

8. Show the amount uniesuec stock of Alaska and Cordova which i 
reserved for Poclors to be granted to officers, directors, employees, or 
counsel of either company. 


9. Set forth a full schedule of all mortgage notes, secured notes, 
msecured notes, and rental obligations under lease agreements, owned by 
each of the two carriers, as well as any debt instruments as to which 
either carrier stands in the position ofa guarantor or surety. Show th 
snouts garsrend ing on each kind and class of debt for which each carrier 
s prix y liable. Shew also any restrictions contained in any debt 
ble gat ions whieh affect powers to acquire property or loans or to dispose 
of proper Indicate any obligations of coo carrier as to which payment 
may be overdue, and state the amounts and 1 ength of time overdue. State 
sther any such overdue obligations are subject to an "acceleration clause" 
., become immediately due and payable) in the event of late payment and 
icate why the right to accelerate payment or to obtain payment on demand 
would or would not be exercised. 


10. Submit the portions of the certificates of incorporation and by- 
laws of Alaska and Cordova, including all amendments thereof, which relate 
to mergers, consolidations, amalgamations, and acquisitions of a substantial 
amount of property. 


ll. Set forth in detail the basis upon which the ratio for exchange 
of stock between Cord and Alaska was determined. ish the market, 
book and net tangible asset values of the respective s oth rger 
parties as of the date the ratio for exchange of stock was det vermined, and 
as of the latest availabe date. 


Show in full devail the contemplated capital structure of Alaska 

connection, show the various classes of securities, debt, and 

guarantee instruments contemplated and the powers, rights, and privileges 
of each cls 


‘ AVAILABLE 
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manage Alaska's operations, including 
proposed officers, directors, and 


l4. Show im Sull detail what additions or reductions in capital require- 
pment plans, if any, are contemplated as a conse- 
To the extent additional capital requirements are 
evexplatec, e plan for financing. To the extent reductions are 
: plans for disposition of any properties and facilities 
leased, and show what orders for additional properties 
any, nave been canceled, giving the dates of such 


“srnish copies of any agreements or understandings between the 
affecting in any way either carrier's acquisition or dis- 

sion of sroperty, equipment, or facilities, including the financin, 
perty Se Po ’ 4 4 


for the year ended June 30, 1966, any additions, 
changes in schedules which would have taken place, as- 
the merger nad been approved. Also show proposed schedules 
merged carrier for calendar year 1968. 
17. Alaska and Cordova are requested to furnish a detailed consoli- 
3 sro forma profit loss statement and balance sheet for the year 
based upon the assumptions that the merger has been 
2 anc cone=mmated and that integration difficulties had been elimi- 
neet should indicate how the merger will be 
mergeé carrier's financial statement. 


atement should be supported by the following de- 
relevant: (1) revenue plane miles flown, 
geat miles, by equipment type; (3) revenue 
passenger miles, 


revenue 


a0 


operating expenses, shown by CAB Form 4] 
t operating expenses by each equipment 


ee 


uced as a result of schedule changes shown 
ffic generated as a result of the new 
4c diverted from other carriers. In 
through schedules are proposed, the forecast 
ne origination and destination data. (a) Submit 
ns flowing from the merger explaining in detail 
ute integration and access to new traffic. 
came data as requested in 17, above. 


does? 


bm phe? 


7 
oo 
3 


eno g ee @e 
ns 
e 


aa 8 


2. 9 


{ 
ba 
a 


YON 
00 Ba 


18. Alaska and Cord . uestec to furnish separate detailed 
profit and loss statements and heets for the year ended June 30, 
1966, based upon unmer, 4 supported by the details recuested 
in items 1 through 7 of tu eceding paragraph. All assuxptions made 
as to factors cther than ¢} which would influence operations, 

nas estimated ic : decline, new equipment types, etc., 

in composing the financial statements 
@reph anc should be stated in detail. 


> reconciliation of paragraphs 16, 17, and 18. 


19. Show the number of personnel by categories, employed by Alaska 
and Cordova, who, in the event th proposed merger were approved, would 
be furloughed, transferred to other duties or transferred to duty stations 
other than those in which they are now employed, and the plan under 
such changes are to be made. 


20. Are there any agreements or plans for the protection 
sation of employees whe would be affected by the merger? 
tails and estimated costs therefor. 


h copies of agreements with all labor organizations with 


2l. Furnis 
nd Cordova bargain collectively, and expiration dates of s: 


whom Alaska an 
agreements. 


22. Furnish a draft of the certificate 
unified operations are contemplated. 


23. Furnish a list of all routes for which applications are pending 
by Alaska and Cordova, i cating the present status of each such applicati 
(whether pending but inactive, under active consideration Board proceedi 
etc.). Indicate the plans of the carriers regarding the prosecution of each 
such application assuming consummation of the m reer. Furnish the same in- 
formation for all route suspensions or deletions previously requested by 
Alaska or Cordova, together with a list showing any additional points on 
the combined system which the merged carrier will seek to have suspended 
or deleted if the merger is approved. 


° 
ngs, 


24. Alaska and Cordova are each requeste in full detail all 
flight equipment and ground facilities (by st leased as of the 
most recent available date. For aircraft, i » net book value, 
estimated present market value, lift capaci t; and weight), range and 
cruising speed of each type of aircraft. 


AVAILABLE 
gore eee 
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25. Zach merger party should show in full detail all flight 
equipment anc ground facilities, as in item 24, presently contracted 


for purchase o> lease at a future date, indicating dates of delivery 
o> completion, the contract prices, and terms of purchase. 


Svate Sully what plams Alaska and Cordova had for acquiring 
mew fligh: equipment and ground facilities prior to negotiations for 
: Svare also to what extent, if any, such plans had been 


future plans of the merged carrier differ 
paragraphs 25 and 26 above. 


= are each carrier's plans for the acquisition of addi- 
and ground facilities if the Board disapproves 
Weat additional financial arrangements will be 
By what means will additional finances be 


Tne intervening carriers are requested to submit, by market and for 
che year 1568, an estimate of traffic and revenue which would be diverted 


as a result of ke 
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eport 


The request for information as to capital requirements 
and equipment plans should be expanded to include de- 
tailed inventories (prepared in conformity to Schedule 
B-43 of Form 41) of all flight equipment owned or leased 
(1) ty each merger party as at June 30, 1966, anc 

(2) by the surviving company as of one year after date 
of consummation of merger, with a full reconciliation 
of all differences between the two inventories. 


In preparing a consolidated pro forma profit and loss 
statement for the merged carrier for the Suture year, 
the year ended June 30, 1966, should be used as a base 
period, and, in addition to the usual information, the 
following should be supplied for both the base year and 
the future year: (1) a detailed breakdown of eac: en 
of revenue, expense, traffic, and capacity between 
scheduled and nonscheduled services on a system basis; 
(2) a detailed breakdown of traffic and capacity on 
each major route of Cordova; (3) a detailed showing 

as to utilization of each type of equipment in scheculec 
and nonscheduled services for both carriers. 


The request for historical and forecast traffic should 
be expanded to include system on-line O&D information 
for passenger traffic for the base year (actual) and 
the future year (estimated) with scheduled and non- 
scheduled traffic shown separately for both carriers. 
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REQUEST FOR EVIDENCE 
OF_AIR LINE DISPATCHES IN 


Will dispatch employees of either carrier be laid off, 
transferred, or reduced in grade as a result of the 
merger? 

dispatch bases will exist after the merger, 

will be their location? 

the employees of the dispatch unit be brought 


Alaska Airlines’ ALDA dispatcher agreement? 


Will the merged carrier meet promptly with the 


rmine coverage of employees under 


health, insurance, pension, and long-term disability 


(107) 


‘ 


Mr. Cheek; Mr. Exeniner, you have been proviccs 43%: 
a copy of corrected testimony, one copy, and a copy of the 
exhibits as corrected; and the reporter has been furnished 
with.two copies. And for the convenience of parties, I would 
like to spy we would circulate to them corrected copics. But 
our witnesses today will read into the record the corrections 
which must necessarily be made, if that’s acceptable. 
The Examiner: All right. 
Whereupon, 
CHARLES F. WILLIS, JR. 
was enlled as a witness for and on behalf of the Applicants, 
and having been duly sworn, wes examined and testificd as 
follows: 
DIRECT EXANINATION 
By Mr. Cheek: 


Q State your name, address, and occupation for the 


record. 


A My name is Charles F. Willis, Jr.; my address is 
Seattle-Tacoma; my occupation is President of Alaska Airlines. 
Q And do you sponsor testimony T-1 of the Applicants 
and the exhibits which are set forth on the sponsorship list 

which has been circulated? 
A I do. 
Q Were these exhibits prepared by you or under your 


supervision and directions, and are they true and correct to 


(109) 


$100,009 as disclosed by the exhibits, is that correct? 

A That's correct. 

Q Has that note been extended beyond the term that it 
as originally written for? 

aA It has been extended and it will be continued to be 
extended until the final results of the merger application are 
known. 

Q During the time from the execution of the memorandur: 
of understanding until this time has Alaska Airlines in any 
way exercised control once the management or affairs of Cordovi. 
Airline? 

A No, sir. 

Q Yould you like to make a statement in reference to 
the subsidy matter? 

A The only statement I would like to make would be to thd 
fact that we have agreed and are now on a subsidy rate which 


retuces itself approximately $400,000 per year "til we are sub 


sidy free in 1971. 


Mr. Cheek: The witness is available for cross-exan- 


ination. 

Examiner Shapiro: First of all, ir. Cheek, would you 
offer the exhibits which he sponsors for identification? 

Mr. Check: Yes. I would like to offer the exhibits 
sponsored solely by tir. Willis for identification as shown by 


the sponsorship list: A-l through A-8, A-10, A-11, A-13, A-14, 


(111) 


Examiner Shapiro: Is there any cross-cexamination of 
this witness? We will take the cross-exzmination in generally 
the following sequence: the carrier interveners first, then 
the labor parties, and then the bureau, in that order. JI will 
take the carrier interveners in alphabetical ordex, which means 
that the first cross-cxamination would be by Northern Consoli- 
dated. 

Is there any cross-cxamination, Mr. Seanon? 

Mr. Seamon: Yes. 

CROSS- EXAMINATION 
By Mr. Scamon: 

Q Mr. Willis, I understand that by virtue of your rate 
order, Alaska will be subsidy free under the terms of the 
present order in 1971; is that correct? 

A That's correct. 

Q Is it contemplated that the surviving carrier will 


continue to receive subsidy at the present rate provided for 


Cordova Airlines under its present rate order? 

A We have shown in our exhibit that we contemplate the 
present Cordova subsidy to be continued through 196S at the 
same rate. We also project, which is not part of our exhibit, 
that the surviving carricr, the merged carrier in 1971 will be 


subsidy free. 


Y AVAILABLE 


‘al bound volume 


What is your present attitude in that regard? 


A My attitude is the same as when this testimony was 
written. Maybe soze of the employecs won't want to come into 


the merged company, but all that wish employment will be em- 


Is that what you meant? 
That’s what I think I said. 

Q Do you have any written or oral understanding with Mr. 
Smith that 211 Cordova employees will be offered employment in 
the merged company? 

A What I said is what we have discussed together, that 
is, 211 employees will be cffered employment. 

g You may not be the one to ask this question, Mr. 
Willis, but I would like to try it on you for size. 

Look at Exhibit 17B, page 3. 

3 of 14? 

Yes. This shows -- excuse me. 

This is the one that was corrected this morning, isn’ 
it, Mr. Cheex? 

Mr. Cheek: Yes, it is. 
By Ur. O'Grady: 

Q As I understand it, these results reflected on this 
‘page assume that the subsidy of Cordova and Alaska remain the 
seme during that period, the same as they would otherwise be as 


an independent party. And I wanted to ask you 4f you feel that 


(136) 


the resulting profit of the nerged carricr at those subsidy 


levels would provide a reasonible return on the investment? 


A Yes, J think -- yes is the answer to your question. 


Q Do you sponsor Exhibit 11? 

A Is that A-11? 

Q Yes, sir. My question to you is, do you know what 
method wes used to compute the net tangible asset valuc of 
Alaska stoci:? 

A No, but I will find out and submit it to you. 

Mr. O'Grady: Thank you, that’s 211 I have. 

Examiner Shapiro: Is there any other cross-cexnzina- 
tion of this witness? Nr. Hickey? 
By Mr. Hickey: 

Q I just want to get a little clarification of one of - 
the questions just asked you, Mr. Willis. When the statement 
is made that employees of Cordova will be offered employxent 
with Alaska, docs your statement comprehend that these en- 


ployees will be offered reasonably similar employment under 


reasonably similar pay scales? 
A Exactly, yes, sir. 
Mr. Hickey: Thank you, 
Examiner Shapiro: Counsel, do you have any questions 
of this witness? 
Mr. Boe: Yes, Mr. Examincr. 


Ry Nr. Boe: 


Mr. Willis, will you refer to page 4 of your written 


You state there thet you knew that Mr. Smith was ne- 


mnother air enrrier. Are you referring there 


s who it was, sir, but at that time he 
negotiating with someone ¢lIsc. 
he air carricr? 
That's correct. 


az: I correct in ieving that uncer your proponr? the) 


merged carrier composed both the present Alaska Airlines arc 
Corcovn Airlines vould receive subsidy after 1971 solely for 
Cordova’s operations? 

A No, sir. What I have stated was that Alaska has a 
permanent rate which it is operating under which reduces itself 
by $400,000 a year to 2 subsidy-free condition in 1971. Our 

rojections, and we project that for the first year of the 

mergedé operation, Cordova and Alaska would need the same sub- 
sidy that I have just described for Alaska, plus the same sub- 
sidy that Cordova is now receiving. And- that the total combine! 
companies, the total subsidy would be zero on a graduated de- 
Clining basis to be worked out later with the CAB to zero in 
1971. 

Q Are you saying then that Alaska and Corcova combined 


would not receive any subsidy after 1971? 


(138) 


A Yes, sir, that's what we are proposing. 
Q Mr. Willis, did I hear you say to Mr. Senmon that you 
thought that the shares of Alaskn Airlines which would be dis- 


tributed to Cordova'’s sharcholders would be distributed on 2n 


equal basis? 


A That's my understanding, yes, sir. 

Q Why did you have reason to believe that? 

A Because that is what I negotiated, that there would 
be equitable distribution to the Cordova sharcholders. 

Q And in your mind an equatable distribution wus en 
equa distribution based upor percentage of shares ovwroi? 

A Yes, sir. 

Q Mr. Willis, would you refer to page 5 of your written 
testimony? 

You state on page S that Alaska will apply aggressive 
marketing techniques to compete with other air and Su. aace 
carricrs. 

Could you go into somewhat more detail about the 
aggressive marketing techniques specifically contemplated afte 
the merger of Alaska and Cordova? 

A Well, we would apply te the merged company ‘he tech- 
niques that we have been using and which we have found to be 
quite successful in spprosching shiprers, taking cargo first 
and showing them that daily jet service can provide then vith 


better and less expensive service than ships and other types 
: 2 


/ AVAILABLE 


CIVIL AERONAUTICS BOARD 
WASHINGTON, D.C. 20428 


Dear Examiner Snapiro: 


Pureau Statement of Pc 
Alaska-Cordova Mercer Ca 
Decket 1loe93 


niteates that the merger has 
reduction. Howeve: 
some immediate ¢. 
the merger should be approved 
of the surviving ccrpora- 
shareholders on an equal or 
of issued and outstanding Cordova 
the 
y the Board in the United-Capital Merger 
lied with a reservation of jurisdiction 
modifications, and additions to the 
require; (3) approval 
ed a basis for augnenting the 
or other assets to be acquired 
emaking or other regulatory 
s or charges claimed by Alaska 
in accounting for the merger 
3s and liabilities shall te 
; the books of Cordove 25 of 
od in the merger agreement, 1nd 
uding @ balance shee? of Corduv 
Journal entries to record tre 
z s roll be submitted to the Boord's Bureau of 
5 en Statistics approval; and (5) condition should be 
) the merged carrier limiting tvs maximum 
payable to Alocksa and Cordova under their 


osed 


CI 
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Examiner Milton H. Shapiro (2) 


present cleced rates. The Bureau requests the latter condition tecause 
the merger parties have indicated that subsidy needed by the merged carrier 
would not exceed the amounts payable to the two carriers under the closed 
rates, because of the somewhat limited service advantages which the merser 
would afford, and because Alaska apparently intends to cpen itsclose2 rete 
after the mer Of course Alaska under the applicable law would have «o 
reopen its rates” to rece whatsoever for Cordcva’s cpercticss 
after the merger. Alssx: = ced rates vere exteciished <: 

Order E-25130, May 11, 19 sovises subsidy of $2,400, oO iz calendar 
year 196T, $1,006,000 in 19 £460,009 i= 12£9; $200,500 i= 576, ax sc 
subsidy in 1971 and subseques* years. 


Sea 


CERTIFICATE CG SERVICE 
I certify that I have this date served a copy of the foregoing Statemext 
of Position upon each counsel of record by mailing same in a properly adé=essed, 


franked envelope. 


Washington, D. C. W. Donald Boe, Jr. 


Tuly 12, 1967 Bureau Ny) p 2 »ya- 


& the findings and 


Ill. 


TRE MERGER WILL RESULT IN A STRONGER CARRIER 
WITH A LESSEXED DEPENDENCE ON FEDERAL SUBSIDY. 


The Bureau's statements of position suggests that there will be no 
immediate subsidy benefits resulting from the merger. However, the 
record shows that failure to consummate the merger would result in an 
immediate opening of Cordova’s mail rate and a petition for increased 
(Tr. 04, 78-79, 100). 
the record shows that Cordova’s increased 1968 subsidy need wilt 
amount te ever $200,000, with Cordova incurring an operating loss of 
222,245 and a cetal er interest payments of $238,700. Exhita: 
The reasonableness of this forecast has 
2 the proceeding. 
» forecasting Cordeva’s operating results for 1968 absent the 
was assumed that the company would realize a healthy growth 
and revenues of approximately 25 percent over the year ending 
March 31, 1967. This rate of growth is compatible with the rate of growth 
assumed in computing she operating results for the merged company over 
*s system (15 percent per year). Id. at p. 12. At the same time 
charter operations, wnose profitability has been questioned by the seins 
were eliminated fron the forecast and Cordova'’s fleet was rationalized by 
the elimination of DC-3 and C-45 equipment and the replacement of services 
previcusly operated by those aircraft types with bush or Convair 240 equip- 
ment. Forecast direct operating expenscs were based on the most recent 
data avri.adle reflecting Cordova’s actual experience, inercased five 
percent for inflation. The forecast further contained an assumption that 
Cordova would realize efficiencies in indirect costs and could carry the 
adde4 traffic forecast for it at a unit cost only 50 percent a3 qreat as 
its historic experience. Bxhibie AS/COR-T-6, p- 1; AS/COR-17B (Rev ). 
pp. 4-5. 


2/ 
Sec Order £-23216, 7. 5, fn. 7 (February 10, 1966). 


(926) 


Thus, the forecast net loss after subsidy of $238,700 was derived 
even after making a number of somewhat optimistic assumptions. It was 
characterized by the applicants’ expert witness as "a realistic appraisal 
of (Cordova's) prospects absent a merger." Exhibit AS/COR-T-6, Pp. 1. The 


anticipated loss is due to inherent inefficiencies resulting from Cordova’s 
10/ 
unusually small size, its obligation to serve many points generating 


very small volumes of traffic (Tr. 246), and its poor capital position, 
which precludes it from obtaining modern, efficient equipment required 
for optimum economic results on the Anchorage-Juneau route. AS [00R-R-%, p. 2. 
The climination of these inherent inefficiencies in Cordova's route 
structure that will result from its merger with Alaska is one of the 
major factors permitting the very substantial improvement in operat 
results that the applicants have forecast. 
Finally, there is every reason to believe that, if Cordova is forced 
to open its mail rate, it will be able to obtain a subsidy increase of 
the magnitude forecast. As Mr. Smith testified: 


When you said you would make every effort to go it 
alone, to what extent do you think your ability to 
go it alone would be dependent on being able to get 
more subsidy? 


Well, that's a hard question to answer. According 

to past history, it's going to be tough. But I think 
we have better figures now than we have ever had to 
juscify our point. In the disallowances that the 
staff made on the mail rate, the non-scheduled flying 
is no longer in existence. In other words, I think 
we could do a better job in mail race than we have 
ever done before. 


"Q. A better job of getting the subsidy to which you 
believe you are entitled? 
ly 


"A. Yes, in figures we have to offer." (Tr. 104) 


—— 


/ 

Except for Kodiak, Westers Alaska, and Aspen Airways, Cordova is 

the smallest certificated air carrier by nearly any standard of 
measurement. 

/ 

The forecast break-even need for Cordova in 1968, amounting to ap- 
proximately 73¢ per revenue ton mile of traffic, is not surprising 
when viewed in the Aluskan context. The Board recently. renewed the 
certificates of Kodiak snd Western Alaska despite the extraordinarily 
high subsidy required by those carriers, Order E-24359 (November 4, 
1966). In 1966, Kodiak's subsidy payments amounted to $1.76 per 
revenue ton mile of traffic that it carried. Even Wien, a carrier 
five times Cordova's size, and presumably more efficient, received 35¢ 
subsidy per revenue ton mile carried, See Exhibit AS/COR-T-6, 9. 


’ AVAILABLE 
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The applicants have forecast that, absent a merger, Cordova will 
lose $238,700 afrer subsidy in 1968 and Alaska will enjoy a net income 
of $172,083. Thus, the net result for the two carriers operating 
separately would de a loss of $67,612. Exhibit AS/COR-17B (3rd Rev.), 
p.3. In contrast, with a merger, the combined company will have an 
operating profit of $421,453, an improvement of $489,095 over the results 
of the two companies operating separately. 

Thi rked improvement in operating results stems from a variety of 
factors Principal atong them is the ability of the merged carrier to 
par’ te more fully in ffic moving on the Anchorage-Juneau route, 


This is possible because of the proposed introduction of jet equipment 


and Secouse of Alaska’s abilizy to promote tourism traffic with a large 


acd agaressive sales force operating ia the continental United States as 
well as in Alaska Exhibiz: AS/COR-T-4, pp. 2-3. In addition, Alaska’s 
greater promotional abilities will enable that carrier to develop the 
Dawson , to tap new sources of traffic from points on Cordova's 
system to points on Alaska’s system, and to improve its performance on 
the viral Anchorage-Seattle service by obtaining traffic support from 
points currently served by Cordova. The replacement of Cordova’s rela- 
tively inefficient and costly Convair 240 flights with modern, highly 
economical jet equipment on the Anchorage-Juneau route will result in 
a substantial lessening of unit costs in handling the higher volume of 
traffic anticipated. Cost savings of a substantial magnitude will also 
be realized in elizination of duplicating stations at pees and 
in the elitination of numerous duplicating general and administrative 
expenses. 

As indicated above, the record clearly demonstrates that the failure 
of this terger would result in increased subsidy payments to Cordova in 
1668. The necd for such subsidy increases would be eliminated by the 


applicants have agreec to accept @ condition under which 


oo 


12/ 


Anchoraze 1s by far the most important station on Cordova'’s system and 
accounts for the lion's share of its local station expenses. 
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the total subsidy to be paid to the merged carrier in 1968 would be no 
greater than the subsidy presently provided for each carrier separately 
under existing closed mail rates. Apart from this, the merger will 


clearly assist Alaska to adhere to its present program of subsidy 


reduction, under which it is to be totally off Federal subsidy by 


1971. This is so because the merger will enable Alaska to increase 

its 1968 net income from $171,000 to $421,000, or nearly 150 percent. 
The long term subsidy benefits of the merger will be even greater. 

As Mr. Willis, Alaska's president, made clear in his testimony, the merger 

will result in the complete elimination of subsidy payments for services 

over the Cordova routes, as well as the Alaska routes, by 1971. Tr. 10, 

19, 36-37. There is no prospect of achieving this substantial public 


benefit by any other means. 


VILL. 


CONDITIONS TO BE IMPOSED 


The Bureau of Operating Rights has recommended that the merger be 
approved by che Examiner subject to the imposition of five conditions 
Three of the proposed conditions relate to accounting and labor pro- 
tective matters and are substantially the same in form as those normally 
proposed by the Board in conjunction with the approval of a merger ap- 

z., Eastern-Mackey Merger Case, Order E-24427 (November 
$66); Sestern-PNA Merger Case, Order E-25240 (June 2, 1967). The 
applicants are prepared to accept these conditions and have incorporated 
then in the proposed form of erder attached to this bricf. No showing 
Bas been sade by any party to this proceeding in support of any different 
er additional accounting and labor protective conditions. 

In addition, the Bureau suggests a condition restricting the right 
of Cordova’s shareholders to distribute the Alaska stock to be received 
upon the merger in the manner they see fit. This condition has been 
discussed in an earlier portion of this brief. See Part VII (C). However 
appropriate such a condition might be in the case of a widely held public 
corporation, it is singularly unrelated to the protection of any valid 
public interest in the circumstances of this case and in view of the 
clear record testimony regarding the background of the stock distribution 
atrangemen: among Cordova’s shareholders. 

Finally, the Bureau proposes a condition under which the subsidy to 
be received by the merged carrier in 1968 will be no greater than the 
total of subsicy payments due Alusks and Cordova under existing close! 


mail rates. The applicants are prepared to accept this condition and 


have incorporated it in their proposed form of order. The condition is 


appropriate in order to insure one of the important public benefits 
proved by the applicants in this proceeding -- the avoidance of incceased 


subsidy payments to Cordova in 1962. 
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Representing emplc; lash he TAMA asks that tne comtne 
and procedures agreed to in the my of Alaska's president be note! 
in the Examiner's decision, and recommendations, rather then conditions, 
be made (1) that no employces of Alaska in the machinists class will 
“emsnated as a result of the merger, and (2) that any employees of this 
class displaced as a result of the merger will be offered a reasonably 
comparable position at a substantially similar wage. Since Alaska has 


undertaken such comni nts with respect to all 


not be reiterated for any special group of employees. 


Besides providing that the labor protective provisions of the 
United-Capital Merger Case will be mace a condition of the merger, the 
attached order will also specify that the Board shall retain jurisdic: 
to make such amendmen modifications, and additions es the circumstances 


mey require. 


In addition to the conditions, discussed above, relating to lebor 
protective provisions and to the distribution of the shares to be receives 
by tue Cordova stockholders, the Bureau has recommended certain account 
and subsidy limitations nm the applicants are prepared to accept. 
accounting conditions are those usually adopted by the Board in merger 
proceedings in order to forestall the inflation of asset values. The Bureau 
Tequests that the limit on subsidy be embodied in a condition that each 
certificate of public convenience and necessity issued to Alaska shall 


contain a new provision restricting its total subsidy to the maximm payable 


under both of the subsidy rate orders issued and outstanding for Cordovat’/ 


>) 
and Xlaska.20/ The requested conditions of approval are found to be reason- 


able and proper and are adopted herein. 
ND_MAINTENANCE_AG' 

The $100,000 loan made by Alaska to Cordova was for a period of 30 
days, Dut it has been peri ically renewed, and according to the record 
will be extended until the Board acts on the instant merger application. 
It is apparent that this loan was required in order to enable Cordova to 

operations pending action on the application for approval of the 
merger. In view of the finding herein that the merger should be approved, 
any question of the acquisition of control by Alaska over Cordova because 
of the lean is rendered moot, and, accordingly, the application relating 
te the loan will be dismissed. It may be noted that the only evidence 
submitted for the record as to whether the loan conferred control on Alaska 
was the testimony of Alaska's president that Alaska has at no time since 
the execution of the loam attempted to exercise control over the affairs 
of Cordova. Moreover, the size of the lean and the rights of Alaska as 
compared with the much larger holdings and prior rights of other Cordova 
creditors, and the absence of evidence of Cordova’s financial dependence 
on Alaska raise a substantial doubt that Alaska's loan gave it power to 
control Cordova. 

The maintenance agreement which was signed by Cordova, Alaska, and 
the IAMAS on June 4, 1967, and which is cited by Wien and Northern Consolidated 


3240, February 25, 174. 
ler E-25120, May 11, 1%7- 
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were probably unavoidable if Cordova was to continue its services, and no 
party has suggested that these services should be terminated. Therefore, 
even assuming control, the special circumstances involved would justify 
waiving the application of the Sherman doctrine. 
SUMMARY OF FINDINGS AND CONCLUSIONS 

The merger should be approved as consistent with the public interest. 
It will permit the integration of two systems which do not overlap. It 
will also permit improved services, inclucing the full development of the 
Anchorage-Juneau market by means of Aleska's jet aircraft in place of Coxdova'’s 
Convairs, and by an increase in sumer frequencies. It will allow the in- 
auguration of first single-plane service between Juneau, Cordova, anc 
Yakutat, on the one hand, and Arctic points, on the other. The tourisy 
potential of the Anchorage-Dawson route will be exploited, and service will 
be substantially increased. More frequencies will be provided on the 
Anchorage-Soldotna-Seward segment. The merger will make possible the elizin- 
ation of duplicating facilities and economies because Cordova's costs will 
be spread over the larger system operations of the nerged carrier. The 
record shows that these improvements will enable Alaska to increase its 
chances of successfully carrying out its subsidy reduction and elimination 
program by 1971. In 1968 the merged carrier may reasonably be expected 
to earn a net income after taxes of at least $102,000 and perhaps as much 
as $277,000 as compared with the net loss of both companies if they contimed 
to operate separately. Since Alaska has made a commitment to be totally 


free of subsidy support by 1971, including the needs of the Cordova systen, 


y AVAILABLE 
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the subsidy which would have been payable to Cordova should also be 
completely avoided as a result of the merger. 

The immediate prospect is that the merger will avert an almost certain 
increase in subsidy payable to Cordova of at least $75,000 and, quite likely, 
twice that amount per year. There is no evidence whatever nor any contention 
that the merger will result in creating a monopoly and thereby restrain 

record does not confirm the claims that PNA-Western and 


rmful diversion of revenues because of the operations 


the merge< company; accordingly, there is no substantial evidence that 


mot & party to the merger would be jeopardized thereby. 
no frauc, duress, or collusion was in- 
According to the Board's 
the evidence also supports the finding that 
will not adversely affect the interes 
However, since the terms of the merger 


cistribution of Alaska's stock to the Cordova stock- 


anc majority stockholder 


re acceptable to the applicants 
will prevent the in- 
fegquar: 
so acceptable to the applicants, 


surviving carrier will guard against 
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the possibility of added subsidy payments to the merged company, unlikely 
as it now seems. In fact, there is no chance that, as the intervenor car- 
riers suggest, Alaska will be permitted to receive subsicy for Corcova 
services which it fails to provide. Instead, the probability is that Alaska 
will bend every effort to realize the goal of becoming subsidy free by 

1971 which the Board sanctioned in the current Alaska subsidy rate order. 

In the light of the other findings herein that the merger should be 
approved, the application for a disclaimer of jurisdiction, exempt’ a, 
or approval of Alaska's $100,000 loin to Cordova will be dismissed as moot. 
The evidence does not establish that the loan and maintenance agreements 
between the applicants gave Alaska the power to control Cordova. Moreover, 
assuming they had done so, the unusual circumstances surrounding the agree- 
ments would justify waiving enforcement of the Sherman doctrine. 

The various objections to approval of the merger which have been raised 
by the intervening carriers, while deserving consideration, do not override 
the evidence that the merger is in the public interest. Even if it were 
relevant that Northern Consolidated is still interested in a merger with 
Cordova, the fact is it had to turn down the opportunity which Alaska picked 
up, and there is nothing in the record to show that the circumstances which 
prevented a Northern Consolidated-Cordova merger would now allow it. 
Cordova's president testified that, having given Northern Consolidated 
the right of first refusal which it acted on, he has determined that if 
the instant application fails of approval, he will not resume any further 


negotiations looking toward merger of the Cordova system with another carrier, 
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UNITED STATES oF AMERICA 
CIVIL AERONAUSICS BOARD 
WASHINGTC?, D. C. 


Adopted by the Civil Aeronautics Board 
at its office i: Washington, D. C., 
on the 6th day of December, 1967 


Docket 18293 


AND ORDER TO SHOW CAUSE 


In his initial jecivion served September 14, 1967, Examiner Milton 
#. Shapiro granted, subject *o conditions, the joint application of 
Alacka Airlines and Ccracva Airlines for approval of an agreement of 
March 17, 1%7, providing for the merger of Alaska Airlines and Corjova 
Airlines. an? for approval of the transfer 1o Alaska of the certificate 
of public convenience ani necessity issued to Cordova and all exemption 
authority now possessei by Cordova. Petitions for discretionary review 
ef the initial decision have been filed by Northern Consolijated Air- 
lines and Wier, Alaska Airlines. jointly, and by Western Air Lines. 
Answers to the petition: have been filed by Alaska and Cordova, jointly, 
and the Bureau of Operating Rights. 


Upon consijeration of the pe’.itions and answers the Board has deter- 
cined to review the initaal decision, without further proceedings, only 
tc the ectent hereafter indicated. Accordingly, except as modified here- 
in, we adopt as our ow. the findings and conclusions of the examiner on 
the inwae. under review. 


Petitioners repeat their arguments, made to the examiner, that the 
merger ic inconsistent with the policies laid down in the Intra-Alaska 
Cy 1/ in which the Board deleted Alaska’: intra-Alauka local service 
rou’. from its cystem. At the time of that case, Alaska was a heavily 
wub.is.se3 carrier with no proupects for markei improvement, and the . 
neces ity of maintaining its intra-Alaskan local service. created a 
arsit on its system. However, the economics of States-Alaska services 


]/ 2@C.A.B. 57 (1958). 
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have changed considerably since that time, as reflected in the subsidy 
position of the States-Alaska carriers. Thus, Pan American's Alaska 
routes were then, for example, still in a subsidy status, whereas those 
operations, along with the rest of the Fan American system, are mow 
self-sufficient. 2/ Similarly, prior to its merger with Western Air 
Lines, Pacific Northern Airlines, whose States-Alaska operations had 
previously been subsidized, achieved self-sufficiency. 3/ Moreover, 
the Board's most recent subsidy determinations for Alaska demonstrate 
that that carrier's dependency on subsidy is rapidly diminishing, as 
reflected by a constantly declining levei of subsicy payments under 
the Board's mail rate order ranging from $1,400,000 in 1967 to zer 
subsidy in 1971. Considering this fact, along with the examiner's 
finding that the merger will reduce even further the subsidy recuir 
ments of the combined carriers, it is apparent that approval of the 
merger will further the Board's program of subsidy reduction by incer- 
porating a weak carrier, with a limited route structure and severe 
financial difficulties, into a stronger carrier which is on the road 
to self-sufficiency and which may ultimately be in a position to operate 
Cordova's routes without resort to subsidy. In light of the foregoing, 
and considering the manifold other benefits of the merger set forth in 
detail in the initial decision, the Board believes that the application 
of the policy of separation of local service and trunkline reutes 
enunciated in the Jntra-Alaska Case would be inappropriate in this 
situation. 4/ 


2/ Orders E-13841, May 8, 1959, and E-13956, June 1, 1959. 
3/ Orders E-23030, December 23, 1965, and E-23101, January 10, 1966. 
4/ In the view which we take of this matter, we find irrelevant the 


contention of petitioners that the examiner erred in relying upon a pur- 
ported commitment of Alaska to be entirely free of subsidy by 1971, with 
respect to Cordova's system as well as Alaska's, in the event of the mer- 
ger. The petitioners state that the record contains only indications 

of future "plans" on the part of Alaska which do not reach the level of 
a commitment. Resolving this point in petitioners' favor would not 
change the basic result reached here. To begin with, it is clear that 
Alaska has made a sizable commitment, embodied in the condition to the 
merger, limiting its right to claim subsidy to sums not exceeding those 
payable under the present mail rate orders applicable to Alaska and 
Cordova. Under this provision, the maximum subsidy which Alaska could 
claim would be approximately $473,000 in 1971 and future years, as 
opposed to $1,873,000, the maximum payable to both carriers in 1967 under 
the present orders. In any event. as we have indicated in the text 
above, our determination here does not rest upon the narrow ground of 
Alaska's commitment. 


western argues, inter alia, hat the procedure followed in this case 
contains prejudicial error amd that remedial action is required. Western's 
argument in this respect stems from the fact that the examiner issued an 
initis) decision in this matter on September 14, 1967, whereas Cordova had 
beer. issued a certificate to serve Dawson, Canada, approved by the 
' Bresident on September 12, 1967, the certificate to become effective on 
1967. 5/ Under these circumstances, Western contends that 
should have issued a recommended decision, instead of an 
isien, and that it has been deprived of procedural rights under 
of the Rules cf Practice applying to section 801 cases. Farther, 
~ argues that under section 801 of the Act the transfer cf Cordova's 
ficate Sor Dawson service to the merged carrier would require 
Presidential approval, and it also notes that a copy of the application 
was =¢t transni the President prior to hearing as required by that 


section. 


We Go not construe the initial decision as approving the transfer of 
Sordova's Dawson certificate to Alaska, nor shall we approve such a 
srarsfer sere. Accordingly, Western's claims of procedural error are 
without subetance. Recognizing, however, that the merger and Dawson 
route questions remain interrelated, the Board proposes that the Dawson 
route certificate be transferred to Alaska Airlines and tentatively con- 

<s that such transfer is in the public interest. We make such 

finding on the basis of our prior findings and conclusions in 
{ piziiz ince 7 Point Docket 
16325, 6/ shat the public convenience and necessity require issuance of a 
certificate to Cordova for the Dawson route and in light of the fact that 
the necger of Alaska and Cordova involves a concomitant transfer of the 
basic Cordova route system to Alaska. ‘The effective date of the merger 
and accompanying domestic route transfers is accordingly stayed until the 
effective daze of approval by the President of transfer to Alaska of the 
certificate of public convenience and necessity issued to Cordova for 
route 1247, authorizing it to engage in air transportation between Northway, 
Alaska and Dawson, Z.7., Canada. 


———$—$——_$_—— 
Z Ordersi-25412 ana 225673, served September 13, 1967. 
y 
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ACCORDINGLY, IT IS ORDERED THAT: 


1. Except as otherwise granted herein, the petitions for discretionary 
review and other requests for relief be, and they hereby are, denied and 
except as modified herein the initial decision of the examiner shall become 
effective as the final order of the Board upon the effective date of approval 
ty the President of the transfer to Alaska of the certificate of public con- 
venience and necessity issued to Cordova for route 124; 


2. All interested persons are directed to show cause why the Board 
should not, subject to the approval of the President, transfer to Alaska 
Airlines, Inc. the certificate of public convenience and necessity issued 
to Cordova Airlines, Inc. for route 124F, authorizing it to engage in ai> 
transportation between Northway, Alaska and Dawson, Y.T., Canada; 


3. Any interested persons having objection to the issuance of an order 
making final the proposed findings, conclusions and certificate smendments 
set forth herein shall, within 10 days after service of a copy of this order, 
file with the Board and serve upon all persons made perties to this proceed- 
ing a statement of objections together with a summary of testimony, statisti- 
cal data and other evidence expected to be relied upon to support the stated 
objections; 


4. If timely and properly supported objections are filed, further 
consideration will be accorded the matters and issues raised ty any memoranda 
in opposition before further action is taken by the Board; provided that the 
Board may proceed to enter an order in accordance with the tentative findings 
and conclusions herein if it determines that there are no factual issues pre- 
sented which warrant the holding of an evidentiary hearing; 


5. In the event no objections are filed, all further procedural steps 
will be deemed to have been waived, and the case will be submitted to the 
Board for final action; and 


6. A copy of this order shall be transmitted to the President and 
served upon all parties to this proceeding. 


This order will be published in the Federal Register. 


MURPHY, Chairman, MURPHY, Vice Chairman, MINETTI, GILLILLAND and 
ADAMS, Members, coneurred in the above opinion and order. 


HAROLD R. SANDERSON 


Secretary 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D. C., 
on the 27th day of Necember, 1967 


Docket 18293 


RDER 


In Order £-26083, issued in this proceeding on December 6, 1967, 
the Board directed all interested persons to show cause, within ten 
(10) days after service of a copy of the order, why the Board should 
mot, subject to the approval of the President, approve the transfer to 
Alaska Airlines, Inc. (Alaska) of the certificate of public convenience 
acd necessity issued to Cordova Airlines, Inc. (Cordova) for Route 
12L-F, authorizing it to engage in air transportation between Northway, 
Alaska and Dawson, Y.T., Canada. The time specified in the Board's 
order has expired, and no objections have been filed. Therefore, the 
Board has determined to make final the proposed findings, conclusions, and 
certificate amendments set forth or referred to in Order F-26083. 
Accordingly, and subject tc the conditions imposed in paragraph 2 of 
the order attached to the examiner's initial decision herein, we shall 


approve the transfer to Alaska Airlines, Inc. of the certificate o* 
public convenience and necessity issued to Cordova Airlines, Inc. for 
Route 124-F, as amended in the form attached hereto to include the con- 
dition limiting maximum subsidy imposed in paragraph 2(d) of the order 
attached to the examiner's initial decision. 


ACCORDINGLY, IT IS ORDERED THAT: 


1. Subject to the conditions imposed in the order attached to 
the examiner's initial decision in this proceeding, served September 14, 
1967, and adopted as the final order of the Board in Order E-26083, 
December 6, 1967, the transfer to Alaska of the certificate of public 
convenience and necessity held by Cordova for Route 124-F, as amended 
4n the form attached hereto, be and it is hereby approved. 
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2. At such time ac Alaska and Cordova comply with paragraph 3 
of the order attached to the examiner's initial decision, served 
September 1h, 1967, and adopted as the final order of the Board in 
Order £-26083, December 6, 1967, the certificate of public con- 
venience and necessity issued to Cordova for Route 12h-F, as amended 
in the form attached hereto, will be transferred to Alaska by aporo- 
priate Board order. 


3. This order shall become effective upon the date of approval 
by the President of the United States. 


By the Civil Aeronautics Board: 


(SEAL) 


THE WHITS HOUSE 


APPROVED: 


LYNDON B. JOHNSON 


Jamary 15, 1968 
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APPENDIX 
DOCKET 18293 
EXAMINER'S INITIAL DECISION REFERRED TO HEREIN IS NOT 
TRIS COPY BECAUSE OF THE WIDE CIRCULATION GIVEN AT 


INITIAL DECISION IS ATTACHED TO 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


CERTIFICATE OF PUBLIZ CONVENIENCE AND NECESSITY 
(as amended) 


for Route 124-F 


ALASKA AIRLINES, INC. 


is hereby authorized, subject to the provisions hereinafter set forth, 
the provisions cf Title IV of the Federal Aviation Act of 1958, and the 
orders, rules, and regulations issued thereunder, to engage in air 

transportation with respect to persons, property, and mail, as follows: 


Between the intermediate point Northway, Alaska, 
and the terminal point Dawson, Y.T., Canada. 


The service herein authorized is subject to the following terms, 
conditions, and limitations: 


(1) Notwithstanding any other provision of this certificate, the 
holder shall at all times conduct its operations in accordance 
with all treaties and agreements between the United States and 
other countries, and the exercise of the privileges granted by this 
certificate shall be subject to compliance with such treaties and 
agreements, and to any orders of the Board issued pursuant to, or 
for the purpose of requiring compliance with, such treaties and 
agreements. 


(2) The holder shall render service to and from each of the points 
named herein, except as temporary suspensions of service may be 
authorized by the Board. 


(3) Upon compliance with such procedure relating thereto as may be 
prescribed by the Board, the holder may, in addition to the service 
hereinabove expressly prescribed, regularly serve a point named 
herein through any airport convenient thereto, and may render sched- 
uled nonstop service between Dawson, Canada, and any point on 
segment (c) of route 124. 


(4) The exercise of the authority granted herein shall be subject 
to there first being obtained from the Canadian Government such 
operating rights as may be necessary. 


/ AVAILABLE 
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Alaska Airlines #124-F 
Page 2 of 2 pages 


(5) The holder may include in schedules which it files under 
section 405(b) of the Federal Aviation Act of 1958, any point not 
named in any route of any other carrier: Provided, That any such 
point. enall be included in such schedules only as an intermediate 
point and small be sof more than 25 miles off the alrline course 
over the holder's route on which 1* is named: and Provided further, 
That the Board may require the holder, without advance notice and 
withou’ hearing, tc defer inauguration of service to any such 
poirt, cr to suspend indefinitely, or for some other period, further 
operation cf any suck service which may have been inaugurated. 


(4) The authority granted herein shall be effective only between 
April 1 and October 31, inclusive, of each year. 


(7) The total subsidy to be paid to the holder for the transpor- 
tation of mail over routes 124, 124-F, 128, and 138, and under 
any exemption authority held by the holder shall not exceed the 
maximum amounts payable under Orders E-23290, February 25, 1966, 
and E-25130, May 11, 1967. 


The exercise of the privileges granted by this certificate shall be 
subject to suct. other reasonable terms, conditions, and limitations 
require? by the public interest as may from time to time be prescribed 
by the Board. 


This certificate shall be effective on 
IN WITNESS WEEPEOF, the Civil Aeronautics Board has caused this 


certificate to be executed by the Secretary of the Board, and the seal of 
the Board to te affixed hereto, on the 


Secretary 
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BERNARO KOTCEN Law orrices 

WILLIAM C. BURT 

ALAN Y, MAPTALIN KoTeeNn & Burt 
JOHN Ww, SIMPSON 1900 VERMONT AVENUE, N.w. 


RAINER HK, KRAUS 
VICTOR ©. FERMALL, UR, WASHINGTON, O.C, 20005 


ANOREW L.FACY TELEOnOWE 
ARTHUR 8. GOOOKIND Pcousuc 7- S806 
CASLC 200RCEES 


January 22, 1968 “KOBSURT™ 


Civil Aeronautics Board 
Washington, D. C. 20428 


Re: Alaska-Cordova Merger Case 
Docket _18293 


Gentlemen: 


By Orders E-26083 and E-26241, the Board modified and 
adopted the Initial Decision of Examiner Milton H. Shapiro 
in the above-referenced proceeding, approved the merger of 
Alaska and Cordova, and approved the transfer of Cordova's 
certificates for Routes 124 and 124-F to Alaska. 


As a condition precedent to the transfer of Cordova's 
certificates to Alaska, the applicants are required to comply 
with Paragraph 3 of the order attached to the Examiner's Initial 
Decision. That paragraph requires, inter alia, that Cordova 
submit to the Board a statement indicating its full acceptance 
of the condition imposed by Paragraph 2(c) of the order relating 
to the distribution of Alaska's coumon stock among Cordova's 
shareholders. 


This is to advise that Cordova accepts the condition con- 
tained in Paragraph 2(c) of the order accompanying the Initial 
Decision. Attached to this letter is a statement signed by all 
of the shareholders of Cordova reflecting their acceptance of 
the condition, 


Respectfully submicced, 

Andrew L. oe 

Attorney for Cordova Airlines, Inc. 
Attachment 
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DATED: December 20 , 1967. 
TO WHOM IT MAY CONCERN: 


The undersigned, constituting all of the share- 
holders of CORDOVA AIRLINES, INC., an Alaska corporation 
signify by their signature below as follows: 


(1) That notwithstanding any provision in the 
Agreement of Merger between CORDOVA AIRLINES, INC. and ALASKA 
AIRLINES, INC., and notwithstanding any agreement between the 
undersigned shareholders as stated in the minutes of a special 
meeting of the shareholders of Cordova held March 17, 1967, to 
the contrary, the 62,000 shares of Alaska Airlines, Inc., 
common stock to be allocated to the shareholders of Cordova 
Airlines, Inc. pursuant to the said Agreement shall be divided 
among the shareholders below on an equal basis in proportion 
to the percentages of issued and outstanding Cordova shares 
owned by each of them so that the ratio for converting Cor- 
dova shares into Alaska shares is the same for each Cordova 
shareholder; and 


(2) That they specifically approve the conditions 
set forth with respect to conversion of shares in the initial 
decision of Examiner Milton H. Shapiro in Alaska-Cordova 
Merger Case, Docket 18293, served Sep’ 1567 


Ys 


Being all of the shareholders 
of Cordova Airlines, Inc. 
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CiVin es ue 
Jandary 29, 1968 


Docket Section 
Civil Aeronautics Board 
Washington, D.C. 20425 


Re: Alaska - Cordova Merger Case 
Docket 18293 


Gentlemen: 


In Order No. E-26241 served January 16, 1968, in the above entitled 
matter, Alaska and Cordova were requested to comply with paragraph 3 
of the Order attached to the Examiner's Initial Decision. This letter 
constitutes a statement by Alaska in compliance with that request. 


Alaska hereby agrees to the following conditions of approval of the 
merger: 


1. That in accounting for the merger transaction as a pooling of 
interests, assets and liabilities shall be transferred to Alaska at 
the values shown on the books of Cordova as of the effective date of 
the merger as defined in the merger agreement. 


2. That for rate making or other regulatory purposes the approval of 
the merger shall not in any manner be relied upon as a basis for aug- 
menting the investment value of the certificates, property and other 
assets to be acquired by Alaska, nor shall such approval be deemed a 
determination for rate making or other regulatory purposes of the 
reasonableness of any costs or charges claimed by Alaska or Cordova 
under the merger agreement. 


3. That notwithstanding any provision in the agreement of merger to 
the contrary, the 62, shares of Alaska common stock to be allocated 
to the Cordova shareholders pursuant to the said agreement shall be 
divided among such shareholders on an equal basis in proportion to the 
percentages of issued and outstanding Cordova shares owned by each of 
them so that the ratio for converting Cordova shares into Alaska shares 
is the same for each Cordova shareholder. 


4. That each certificate of public convenience and necessity to be 
held by Alaska shall contain a provision limiting total maximum subsiay 
for that carrier under all of the carrier's certificates and grants of 
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authority from the Civil Aeronautics Board to sums not exceeding the 
combined sums payable under Order £-23290, February 25, 1966, and 
Order E-25130, May 11, 1967. 


5. That Alaska shall be subject to the labor protective provisions 
imposed by the Board in the pai ter-Capital Merger Case, 33 CAB 307 
(1961); provided, however, that the reserves jurisdiction to 
make such amendments, modifications, and additions to the labor pro- 
tective provisions as the circumstances may require. 


Further, Alaska has now recorded Articles of Merger with the appropriate 
authority for the State of Alaska, which articles have been accepted and 
under the laws of the State of Alaska, the corporations have been merged 
into Alaska Airlines as the surviving corporation, and all other internal 
procecural steps have been taken for the consummation of the aforementioned 
agreement of merger, including the approval and/or waiver by all of 
Alaska’s lenders, guarantors and lessors as required by applicable agree- 
ments. The above premises considered, it is hereby requested that the 
certificates of public convenience and necessity held by Cordova 
authorizing it to engage in air transportation over Route 124 and 124F, 
be transferred and issued to Alaska to be effective February 1, 1968. 


ALASKA AIRLINES, INC. 


Charles F. Willis, dr. 
President & General Manager 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C., 
on the 31st day of Jamary, 1968 


ORDER 


By Orders E-26083, dated December 6, 1967, and E-26241, the latter 
of which was approved by the President on January 15, 1968, the Board 
approved the transfer to Alaska Airlines, Inc. (Alaska) of the certifi- 
cates of public convenience and necessity held by Cordova Airlines, Inc. 
(Cordova) for routes 124 and 124-F, respectively. Paragraph 3 of the 
order attached to the examiner's initial decision ]/ provided that at 
such time as Alaska and Cordova submit to the Board a statement indicat- 
ing their full acceptance of the conditions imposed by paragraphs 2 and 
2(c), respectively, of such order, and Alaska makes an appropriate 
showing that all necessary steps have been completed for consummation of 
the agreement of merger, an appropriate Board order will transfer to 
Alaska the certificate of public convenience and necessity held by 
Cordova for route 124, and all exemption authority held by Cordova, and 
will also amend the certificate for route 124 as well as the certificates 
presently held by Alaska to conform to paragraph 2(d) of such order. 2/ 
By Order E-26241 paragraph 3 of the examiner's order and the conditions 
imposed therein were made applicable to the transfer of route 124-F. 


l/ Adopted as the final order of the Board in Order E-26083. 

2/ Paragraph 2(d) provides that each certificate of public convenience 
and necessity to be held by Alaska shall contain a provision limiting 
total maximum subsidy for that carrier under all of the carrier's certi- 
ficates and grants of authority from the Civil Aeronautics Board to sums 
not excceding the combined sums payable under Order E-23290, February 25, 
1966, and Order E-25130, May 11, 1967. This order will accordingly 
issue amended certificates to Alaska for routes 128 and 138, as well as 
routes 124 and 124-F. 
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By letter dated January 22, 1968, Cordova has advised the Board 
that it fully accepts the condition contained in paragraph 2(c) of the 
order accompanying the initial decision. In addition, by letter of 
January 23, 1968, Alaska has advised the Board that it accepts the 
conditions imposed by paragraph 22 and the carrier has made an 
appropriate showing that all necessary steps have been completed for 
consummation cf the merger. 


ACCORDINGLY, IT IS ORDERED: 


1. That the certificates of public convenience and necessity for 
routes 124 and 124-F held by Cordova Airlines, Inc. be amended and 
zssuec in the forms attached hereto to Alaska Airlines, Inc. 


2. That amenced certificates of public convenience and necessity 
the forms attached hereto be issued to Alaska Airlines, Inc. for 
mutes 128 and 138. 
3. That saic certificates shall be signed on behalf of the Board 
by its Secretary, shall have affixed thereto the seal of the Board, 
anc shall be effective on February 1, 1968. 


cates of public convenience and necessity for 
etofore issued to Cordova Airlines, Inc., be 
are canceled, effective February 1, 1968. 


2/ Pursuant to condition 2(a), Alaska has submitted a plan of accounting 
for the merger which has been approved by the Bureau of Accounts and 
tatistics. 
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Issued pursuant to 
Order No. E-26301 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


for Route 124 


ALASKA AIRLINES, INC. 


is hereby authorized, subject to the provisions hereinafter set forth, the 
provisions of Title IV of the Federal Aviation Act of 1958, and the orders, 
rules, and regulations issued thereunder applicable to air transportation in 
Alaska, to engage in air transportation with respect to persons, property, 
and mail within Alaska: 


Between the terminal point Seward, the intermediate points 
Anchorage, Valdez, Cordova, and (a) beyond Cordova, the 
intermediate points Kenny Cove, Boswell Bay, Katalla, Cape 
Yakataga, Icy Bay, Yakutat, and the terminal point Juneau, 
and (b) beyond Cordova, the terminal point Middleton Island, 
and (c) beyond Cordova, the intermediate points Chitina, 
Gulkana, McCarthy, May Creek, Glacier Creek, Chisana, and 
Northway, and (d) beyond Cordova, the intermediate points 
Tatitlek, Ellamar, Peak Island, North Dutch Island, Perry 
Island, Granite Mine, Nellie Juan, Chenega, Oceanic (Thumb 
Bay), San Juan, Port Ashton, Chatham Straits, Latouche, and 
the terminal point Cordova. 


The service herein authorized is subject to the following terms, 
conditions, and limitations: 


(1) The holder shall render service as authorized herein, except as 
temporary suspensions of service may be authorized by the Board; and 
may begin or terminate, or begin and terminate, trips at points short 
of terminal points. The exercise of the privileges granted by this 
certificate shall be subject to such reasonable terms, conditions, and 
limitations required by the public interest as may from time to time 
be prescribed by the Board. 
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Alaska #124 
Page 2 of 2 pages 


(2) The holder may, with respect to each segment over which it is 
awathorized to carry mail, include in schedules which it files wder 
section 405(b) of the Federal Aviation Act of 1958, any point not 
named in any route cf any other carrier: Provided, That any such 
point shall be included in such schedules only as an intermediate 
peint and shall be not more than 25 miles off the airline course 

the holder's route on which it is named; and Provided further, © 

the Board may require the holder, without advance notice and 
without nearing, to defer inauguration of service to any such point, 
or to suspend indefinitely, or for some other period, further opera- 
tion of any such service which may have been inaugurated. 


The authorization in (d) above shall be effective only between 
2 1 and October 31, inclusive, of each year. 


(4) The holder snall schedule service to a minimum of two interme- 
Giate points between Anchorage and Juneau. 


(5) Tne nolder shall not, pursuant to the authority grented herein, 
engage in air transportaticn between Yakutat ard Juneau. 


(6) The total subsidy to be paid to the holder for the transportation 
of mail over routes 124, 124-F, 128, and 138, and under any exemption 
authority held by the holder shall not exceed the maximum amounts pay~ 
able under Orders £-23290, February 25, 1966, and E-25130, May 11, 1967. 


certificate shall be effective on February 1, 1968. 

Tne nolder's authority to serve Yakutat shall continue in effect only 
so long as it continues to hold authority to engage in air transportation 
between Yakutat and Juneau. 

IN WlisicSs wHEREOF, the Civil Aeronautics Board has caused this certi- 
ficate wo be executed by the Secretary of the Board, and the seal of the 
Board to be affixed hereto, on the 21st day of January, 1968. 

HAROLD R. SANDERSON 


Secretary 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


for Route 124-F 


ALASKA AIRLINES, INC. 


is hereby authorized, subject to the provisions hereinafter set forth, the 
provisions of Title IV of the Federal Aviation Act of 1958, and the orders, 
rules, and regulations issued thereunder, to engage in air transportation 
with respect to persons, property, and mail, as follows: 


Between the intermediate point Northway, Alaska, and the 
terminal point Dawson, Y.T., Canada. 


The service herein authorized is subject to the following terms, 
conditions, and limitations: 


(1) Notwithstanding any other provision of this certificate, the 
holder shall at all times conduct its operations in accordance with 

all treaties and agreements between the United States and other 
countries, and the exercise of the privileges granted by this certi- 
ficate shall be subject to compliance with such treaties and agreements, 
and to any orders of the Board issued pursuant to, or for the purpose 
of requiring compliance with, such treaties and agreements. 


(2) The holder shall render service to and from each of the points 
named herein, except as temporary suspensions of service may be 
authorized by the Board. 


(3) Upon compliance with such procedure relating thereto as may be 
prescribed by the Board, the holder may, in addition to the service 
hereinabove expressly prescribed, regularly serve a point named herein 
through any airport convenient thereto, and may render scheduled 
nonstop service between Dawson, Canada, and any point on segment (c) 
of route 124. 
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the authority granted herein shall be subject 
obtained from the Canadian Government such 


& 
operating rights as may be necessary. 


holder may include in schedules which it files under 
205() of the Federal Aviation Act of 1958, any point not 
any route of any other carrier: Provided, That any such 
uded in such schedules only as an intermediate 
not more than 25 miles off the airline course 
‘ is named: and Provided further, 
re the holder, without advance notice and 
nout nearing, to defer inauguration of service to any such point, 
indefinitely, or for some other period, further 
son service which may have been inaugurated. 


The authority granted herein shall be effective only between 
3 z ive, of each year. 


ileges granted by this certificate shall be 
le terms, conditions, and limitations required 
rom time to time be prescribed by the Board. 


IN WITNESS WHEREOF, the Civil Aeronautics Board has caused this 
nertificate to be executed by the Secretary of the Board, and the seal of 
the Board w be affixed hereto, on the 31st day of Jamary, 1968. 


HAROLD R. SANDERSON 
Secretary 


Issuance of this permit to 
the holder approved by the 
President of the United States 
on Jamary 15, 1968 

in Order £-262h1. 
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Issued pursuant to 
Order No. E-26301 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD see 
WASHINGTON, D. C. ceeeete 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


for Route 128 


ALASKA AIRLINES, INC. 


is nereby authorized, subject to the provisions hereinafter set forth, the 
provisions of Title IV of the Federal Aviation Act of 1958, and the orders, 
rules end regulations issued thereunder, applicable to air transportation 
in saLesxa, to engage in sir transportation within Alaska: 


1. Between the terminal point Anchorage, the intermediate 
points Talkeetna, Summit and Nenana, and the terminal 
point Fairbanks, with respect to persons and property; 
and, with the exception of Talkeetna, Summit, and 
Nenana, with respect to. mail; 


Between the terminal point Anchorage, the intermediate 
points McGrath, Unalaklee* and Nome, and the termin, 
point Kotzebue, with respect to persons, property and 
mail. 


The service herein authorized is subject to the following terms, 
onditions and limitations: 


(1) The holder shall render service as authorized herein, except as 
temporary suspensions of service may be authorized by the Board, and 
may begin or terminate, or begin and terminate, trips at points short 
of terminal points. The exercise of the privileges granted by this 
certificate shall be subject to such reasonable terms, conditions and 
limitations required by the public interest as may from time to time 
be prescribed by the Board. 


(2) ‘he holder may, with respect to each segment over which it is 
authorized to carry mail, include in schedules which it files under 
section 405(b) of the Federal Aviation Act of 1958, any point not 
named in any route of any other carrier: Provided, That any such 


Alaska #128 
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gint shall be included in such scredules only as an intermediate 
mt and shall te cot more tnan <5 miles off the aisliac course 
he Rolcer*s route on which it is samed; and Provided further, 
nat the Board may require the holder, withou’. advance notice and 
without hearing, to defer inauguration of service %o any such pois’, 
indefinitely, or for some other period, furtrer 


operation of any such service which may have been inaugurated. 


val subsicy to be paid to the holder for the transporta- 
wiom of mail over routes 124, l2j-F, 128, and 138, and under any 
exe: cs crity held by the holder shall not exceed the maximun 
amounts payable under Orders 5-23290, February 25, 1966, and £-25130, 
May S07 


Tais certificate shall be effective on February 1, 1965 
21 Aeronautics Board has caused this 
cerzificate to be executed by the Secretary of the Board, and the seal of 
whe Bcaré cc be affixed hereto, on the Tist day of Jamazy. 2968. 
HAROLD R. SANDERSON 


Secretary 
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§ OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


for Route 138 


ALASKA AIRLINES, INC. 


is hereby authorized, subject to the provisions hereinafter set forth, the 
provisions of litle IV of the Federal aviation Act of 1958, and the orders, 
rules, and regulations issued thereunder, to engage in air transportation 
with respect to persons, property ad mail, as follows: 


l. Between the coterminal points Portland, Oreg., and 
Seattle-Tacoma, Wash., and the terminal point 
Fairbanks, Alaska; 


Between the terminal point Seattle-Tacoma, Wash., 
the intermediate point Anchorage, Alaska, and the 
terminal point Fairbanks, Alaska. 


The service herein authorized is subject to the following terms, 
conditions, and limitations: 


(1) The holder shall render service to and from each of the points 
named herein, except as temporary suspensions of service may be 
authorized by the Board. 


(2) The holder may continue to serve regularly any point named herein 
through the airport last regularly used by the holder to serve such 
point prior to the effective date of this certificate. Upon compli- 
ance with such procedure relating thereto as may be prescribed by the 
Board, the holder may, in addition to the service herein expressly 
rescribed, regularly serve a point named herein through any airport 
convenient thereto. 


(5) The holder shall not carry persons, property, or mail which, with 
respect to the points named herein, originate at Portland, Oreg., and 
terminate at Seattle-Tacoma, Wash., or originate at Seattle-Tacoma, 
wash., and terminate at Portland, Oreg. 
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alaska #136 
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servizz Seattle-Tacoma, «:sc., Shall originete or 
at Fairbanks, Alaska, and cu. also serve ..nciuvras:, 


's authority to serve s jacnt 1 is suspeni< 


ercise of the privileges granted by this certificate shall be 
other reasonable terms, conditions, and limitations 
nterest as may from time to time be prescribed 


shall be effective on February |, 1968. 


HsFOLD 2. SANDERSON 


secretary 
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BEFORE THE 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


DOCKET 18293 


PETITION OF ALASKA AIRLINES, IN. 
‘OR _D RY EF 

Alaska Airlines, Inc. (“Petitioner”), hereby 
petitions the Board for an order declaring as null and void, 
ab initio the limitations contained in paragraph (7) of the 
certificates of public convenience and necessity for Routes 
124 and 124-F and also contained in paragraph (6) of the 
certificate of public convenience and necessity for Route 
138 and reissue the aforesaid certificates. In support of 
its request, Petitioner respectfully states as follows: 

l. Petitioner is a corporation organized and 
existing under the laws of the State of Alaska with its 
address at Seattle-Tacoma International Airport, Seattle, 
Washington. It is an air carrier within the meaning of the 
Federal Aviation Act of 1958, boing the holder of certifi- 
cates of public convenicnce zn@ necessity for the following 
routes: 

Route 124 which authorizes Petitioner 
to engage in air transportation of 


persons, property and mail within 
Alaska. 


(1373) Route 124-F which authorizes 
Petitioner to engage in foreign 
air transportation of persons, 
property and mail between points 
in Alaska and points in Canada. 


Route 138 which authorizes 
Petitioner to engage in air 
transportation of persons, 
property and mail between 
Seattle/Tacoma and Portland, on 
the one hand, and Anchorage and 
Fairbanks, on the other. 
2. In each of the aforesaid certificates, the 
limitation is contained: 
“The total subsidy to be paid to the holder 
for the transportation of mail over Route 
124, 124-F, and 138, and under any exemption 
authority held by the holder shall not 
exceed the maximum amounts payable under 
Orders E-20835, May 19, 1964, E-23290, 
Pebruary 25, 1966, and E-25130, May 11, 
1967." 
This limitation was erroneously included in the aforesaid 
certificates when they were reissued to Petitioner following 
Board approval of the mergers of Cordova Airlines, Inc. 
("Cordova") and Alaska Coastal Airlines, Inc. (“Alaska 
Coastal”) into Petitioner in the above-entitled dockets 
(Order 2-26301, dated January 31, 1968, and Order E-26593, 
dated March 28, 1968, respectively). Such limitation was one 
of several “conditions” upon which the aforesaid mergers 
were approved by the Board. However, since there were no 
issues of alteration, amendment, modification or suspersion 


of certificates under Section 401(g) of the Act in these 


]/ The limitation is identified as paragraph (7) 
in the certificates for Routes 124 and 124-F 
and as paragraph (6) in the certificate for 
Route 138. 
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merger proceedings it was not legally pessible to include 
this condition as a limitation in the phen, 

3. In the Initial Decision of Examiner Milton H. 
Shapiro in the Cordova merger it is made quite clear at pages 
2 and 3 that the joint applications of Petitioner and Cordova 
are subject to the provisions of Sections 401(h), 408 and 
412 of the Act. No mention is made of Section 401(g)- 
Similiarly in the Initial Decision of Examiner Herbert K. 
Bryan it is stated at page 6 that the Petitioner's merger 
proceeding with Alaska Coastal is governed by Sections 401(h), 
408(b) and 801. Again no mention is made of Section 401(g). 

4. The inclusion of the merger condition relative 
to total subsidy in the certificates as a numbered limitation 
can only be accomplished under Section 401(g). It is signifi- 
cant that none of the other merger conditions were added to 
the certificates as a numbered condition or limitation. More- 
over, there was no finding in either merger proceeding that 
the public convenience and necessity required that the 
certificates be amended so as to incluce the numbered 


2/ 


limitation. 


——<$<—$ $$ — 
V/ mile Petitioner has applied in Dockets 20465 and 
20467 for certificate amendments under Section 
401(g) to delete the limitations, and those appli- 

cations are now before Examiner Hyman Goldberg, 

Petitioner would withdraw these applications or 

seek to have then dismissed o- moot in the event 
the instant petition is grontcd. 


In the proceeding involving Docxets 20465 and 
20467, Petitioner finds itself in the anomzlous 
position of havirg to prove that the public con- 
venience and necessity require the deletion ofa 
limitation which the public convenience and 
necessity did not require to be placed on the 
certificates in the first place. 
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condition relative to a limitation on total subsidy has no 
greater standing than a labor protective provision or an 
accounting condition of merger. By wrongfully including the 
subsidy limitation as a numbered certificate limitation the 
Board has impede’ its ability to act under Section 406. 

While the Board continues to reserve jurisdiction with re- 
spect to labor protective provisions, it precludes itself 
from taking any action under Section 406 with respect to 
subsidy until a new proceeding is initiated and decided under 
Section 401(g) changing the numbered certificate limitation 
om total subsidy. Such a situation is clearly not intended 
SO as to require two proceedings where only one is needed. 
Petitioner is quite confident that the stringent requirements 
of Section 406 are more than sufficient to safeguard the 
public interest as well as the Federal meen Petitioner 
believes that even if acceptance of such a merger condition 
with respect to total subsidy was agreed upon, proof of 
changed conditions under Section 406 should be sufficient to 
relieve Petitioner of the acceptance of the merger condition. 
To go further and first require a Section 40l(g) proceeding 


is duplicative, time consuming and legally questionable 


1/ In requesting that the certificate limitation on 
subsidy be declared nuJ.l ard void ab initio, 
Petitioner is not stating that a meryor condition 
outside of the certificate limiting subsidy coutd 
not be imposed even rectrouctively. Such a condi- 
tion would then be under the Board's jurisdiction 
under Section 406 which is the obvious statutory 
procedure. 
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particularly when no findings of public convenience ane 
necessity exist for a certificate limitation and therefore 


dit is difficult to ascertain what findings must be made to 


yY 


remove it. 

6. The imposition of a certificate limitation on 
total subsidy as has been done as a result of these merger 
proceedings has withheld from Petitioner certificate rights 
to subsidy under Section 406 which existed in Petitioner’s 
certificates and in the certificates of Cordova and Alaska 
Coastal prior to the mergers. The withholding of such 


certificate authority without notice and hearing is clearly 


not proper. In the United-Capital Merger Case, 33 C.A.B. 


307 (1961), the Board stated at page 318 in footnote 52: 


“As a procedural matter, any withholding 
of Capital's route authority from United 
would have to be accomplished through stay- 
ing the appropriate portions of the Capital 
certificates transferred to United and 
instituting a sec. 401(g) proceeding to 
alter, amend, modify, or suspend the por- 
tions of the certificates in question. 
While we could, within the scope of this 
proceeding, place limitations upon United's 
use of the authority received by transfer 
to United, action upon the certificates 
themselves, to alter, or terminate, the 
routes involved would require a public con- 
venience and necessity inquiry under sec. 
401(g) of the Act.” 


See also Be -Chicago and Southern Merger Case, 16 C.A.B. 


647, 653 (1952). 


—_——$— $<. 

V/ The fact that Petitioner agreed to the limitation 
as a certificate amendment docs not mcan that the 
public convenicnee and necessity required the 
amendment. 


2/ C£. Eastexn-Mohawk Transfer Case, 34 C.A.B. 274 
(1961) where a subsidy limitation was included 
in Mohawk's certificates but the Board noted that 
the agreement of route transfer had been made sub- 
ject to Section 401(g) by Order E-16666, dated 
April 14, 1961. 
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7. Of course, it might be argued that the raising 
(1377) 

of the above arguments is untimely and in any event 
Petitioner had “notice and hearing” as to the certificate 
amendments that were imposed. Neither of these arguments 
can bear significant weight. It is admitted that Petitioner 
knew that the Bureau of Operating Rights contemplated the 
type of action which resulted in the certificate amendments 
imposed limiting subsidy. However, there are no findings 
in either the Initial Decision or in the Board's orders 
involving these mergers that the Board has jurisdiction over 
the subject matter of amending certificates without the use 
of Section 401(g) or by using one of the other Sections of 
the Act cited in the Initial Decision. Without jurisdiction 
of the subject matter, Petitioner’s “notice” and even its 
agreement tc the certificate amendment are not eared 

8. Petitioner's request for relief has its 
practical aspects as well as its legal aspects. The pro- 
cedural morass that presently exists with the abnormal 
Section 40l1(g) proceeding now in progress involving Dockets 
20465 and 20467 is not only time consuming but unclear in 
outcome. A quick glance at the statement of position of 
the Bureau of Operating Rights filed on March 19, 1969, 
(attached hereto) shows obvious Section 406 ramifications 
that have no part in a Section 401(g) proceeding. However, 


the Bureau of Economics which handles Section 406 matters 


is not even a party to the proceeding. Consequently, 


d/ Under the Federal Rules of Civil Procedure a 
party cannot waive an objection that the Court 
lacks jurisdiction over the subject matter of the 
proceeding (PRCP 12(h)). Similiarly subject matter 
jurisdiction of the inferior Peceral courts is limited 
to that jurisdiction which has been vested in them by 
Congress. 2 Moore's Federal Practice §4.-2(3). 
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Petitioner believes the best course of ection is for the 


Board to issue an order declaring the limitation to be null 
Y/ 


and void ab initio and reissue the certificates. Thereafter, 
the Board can process through its Bureau of Economics 


Petitioner's application in Docket 20508 for a new mail 
zy 
rate. 


9. Should the Board deny the request made herein 
and/or affirm the action heretofore taken the precedent. 
would be established that the Board in a merger proceeding 
could alter, amend, modify or suspend a certificate in whole 
or in part, without notice as to the inclusion of such an 
issue under Section 401(3). Groundwork would also be laid 
in such precedent for action by the Board under any section 
of the Act without proper notice as to the inclusion of 
issues under such sections. Petitioner does not believe 


that these results are what the Board intends. 


L/ By Order 68-10-90 dated October 17, 1968, the 
Board reissued the certificate of Continental Air 
Lines, Inc. after having recognized the existence 
of an inadvertent error in a certificate issued 
by Order E-26397, dated February 23, 1968. 
(Continental's petition for reissuance was not 
filed until September 13, 1968.) Cf. C.A.B. v. 
Delta Air Lines, 367 U.S. 316 (1961) where the 
Supreme Court held that the Boare did not have 
the power to amend a certificate after it had 
become effective without notice and hearing. How- 
ever, the Court observed that no party contended that 
the changes made constituted the correction of 
errors (p. 323). 


To the degree that other parties which have 
participated in the hearing in Dockets 20465 and 
20467 can show an interest, their participation 
as intenvenors is permissible in Docket 20508. 
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WHEREFORE, Petitioner prays that the Board issue 
an order declaring null and void ab initio the limitation 
contained in paragraph (7) of the certificates of public 
convenience and necessity for Routes 124 and 124-F and also 
contained in paragraph (6) of the certificate of public con- 
venience and necessity for Route 138 and reissue the afore- 
said certificates and grant such other and further relief as 
may be deemed necessary in the circumstances. 


Respectfully submitted, 


Ls/ William V. Cheek 


William V. Cheek 


s/f He: nF. eure 
Herman F. Scheurer, Jr. 
Attorneys for 
ALASKA AIRLINES, IN. 
Marck 28, 1569 


CERTIFICATE OF SERVICE 


I hereby certify that I have served the foregoing 
Petition upon all parties in the above-entitled proceedings 
as well as those in Dockets 20465 and 20467 and the Director 
of the Bureau of Economics of the Board by mailing a copy 


hereof, postage prepaid, this 28th day of March, 1969. 


F e: Z: 
Herman F. Scheurer, Jr. 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Application of 


Dockets 20865 and 
20467 


STATEMENT OF POSITION OF THE BUREAU OF OPERATING RIGHTS 


We are sy=zpathetic with Alaska Airlines' plea for help. We co not 


believe, however, that the answer lies in additional infusion of subsicy 


funds. We think, rather, that short tera relief will flow from econcaies 
tn the carrier's operations--some of which have already been instituted 
and should dear fruit this year. For the long zun ve note that the Board 
today has instituted the Alaska Service Investigation, Docket 20826, 
(Order 69-3-68). That case is more properly the vehicle, no matter what 
the disposition herein, for solution of the basic problem facing Alaska 
Airlines--the existence of a route structure to and within Alaska in which 
nonesubdsidized air carriers and Alaska Airlines compete for traffic which 
may not require the present level of competitive service. On the record 
established in the instant proceeding, however, the Bureau takes the posi- 
tion that Alaska has not shown the compelling reasons which should warrant. 
further subsidization of its competitive operations. 

The subsidy limiting condition which Alaska here seeks to have removed 
was inserted in the carrier's certificates in the Board's orders approving 
the mergers of Alaska with Cordova and Alaska-Coastal-miiis airlines. 


The condition has been operative for just one year, and the 
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carrier seexs its removal. In these circumstances it is clear that 
Alaska has the burden of proving that a valid condition, which it 
twice accepted without objection, should one year later be abandoned. 
Is cur judgment, Alaska has not met its Durden. Accordingly, the 
Bureax: of Operating Rights recommends that the application of Alaska 
Airlises herein de dented. 

We delieve that Alaska bas failed to demonstrate that the carrier's 
existing subsidy, as limited by its certificate, is inadequate to support 
its nen-duplicative (1.e., monopoly) intra-Alaskan operations. The Bureau 
Darther believes that the record in this case fails to establish that the 
poblic conventence and necessity requires additional subsidy support for 
the duplicative services which Alaska provides between Seattle and 


Anchorage/Fai> » and between Juneau, Yakutat, Cordova, and Anchorage. 


These are markets where ample service is or can be provided by incumbent. 


ron-subsidized air carriers. Between Seattle and Anchorage, Western and 
Northwest provide service in addition to Alaska. Between Seattle ant 
izbanks, Pan American provides service in addition to Alaska. Pan 
American's service is nonstop, whereas Alaska's service is by restriction 
Cperated on a one-stop basis over Anchorage. In the Juneau-Yakutat- 


Cordova-Anchorage markets, Western and Alaska both provide service. 
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Alaska now requests increased public subsidization of its operations. Py 


We are unable to conclude that the public convenience and necessity requires 
Alaska's duplicative services at an anmal cost of over $4 million. For 
the passengers in the Seattle-Anchorage markets, Western and Northwest have 
ample non-peak capacity, and could provide adequate peak period capacity. 
The same would hold true for Pan American in the Seattle-Fairbanks market 
and Western in the Juneau, Yakutat, Cordova, Anchorage market. We see 20 
public interest considerations which would warrant allowance for further 
subsidy to support additional airlift in those markets, and ve believe that 
Alaska has shown none. 
Despite the Board's service guidelines in Order’ E-21955, p- 29, 

Alaska's Seattle-Anchorage/Fairbanks operations have increased from one 

ily nonstop round trip in 1966, to a high of three daily nonstop round 
trips in 1968. Its operating expenses have increased in the same proportion 
and its operating breakeven need has soarec. That increase also reflects the 
carrier's use of the high cost CV-990 since early 1967; alsa detween Juneau, 
Yakutat, Cordova, and Anchorage, the carrier has substituted 5-727 aircrazt 
for the CV-240 aircraft it formerly used to serve that route. Since the 
current level gives Alaska its total breakeven need for its non-duplicative 
route, the additional subsidy sought would, in effect, de for these duplica- 
tive services. 
T/ For the Seattie-Anchorage/Fairbanks market alone, Alaska's exhibits 


Showed a breakeven need of ,425 for 1966, $3,607,765 for 1968, anda 
projected $3,691,584 for 1969. 
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Te some extent, the carrier is taking steps to help itself. It 


25 Seeking to cispose of its CV-990 aircraft, is actively seeking 


greater charter utilization of its B-T727 and L-382 aircraft, and has 


attempted to ameliorate the effects of the low density Juneau, Yakutat - 

Comccva, Anchorage market by mating that service with its higher density 

Seattle-Sitka operation. ‘The carrier is also engaging the services of 

air taxi cperators on same bush routes. Nevertheless, Alaska has more 

than doubled its capacity in the Juneau-Yakutat-Cordova-Anchorage markets 

Shrough the use of the B-Te7T aircraft, and still evinces the intention 

to provide a high frequency of service between Seattle-Anchorage/Fairbanks. 
in, given the existence of adequate non-subsidized certificated trunk 

carriers, we see 30 public interest considerations which would warrant 

Surther subsidy for such operations. 

Alasea does provide air transportation to many points in Alaska which 
receive no other scheduled air service, and for which there is a real sub- 
sicy necessity. With regard to these operation, the Bureau takes the position 
that she current subsidy rate contained in the orders referenced by the 
subsidy Limiting condition satisfies the carrier's breakeven need. We 
expect that with prudent scheduling, Alaska's need on these routes will be 
met by the existing rate. 

Respectfully submitted, 


J Burlon 4 Kehoe 


Burton 8. Kolko 
Bureau Counsel 


Washington, D. C. 
March 19, 1969 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D.C. 


Adopted by the Civil Aeronautics Board at 
its office in Washington, D.C. 
on the 5th day of August, 1969 


PETITION OF ALASKA AIRLINES, INC. 


, for Declaratory Relief Dockets 16293, 16408 


ORDER DENYING DECLARATORY RELIEF 


In the Alaska-Cordova Merger Case, Docket 18293, the examiner's 
initial decision included a condition to approval of the merger that each 
of the certificates of Alaska Airlines (Alaska) shall contain a provision 
limiting total maximm subsidy to sums not exceeding the combined sums 
payable under specified subsidy orders affecting Alaska and Cordova. The 
condition was proposed by the Bureau of Operating Rights in the proceedings 
before the examiner, was acceptable to Alaska, _1/ and Alaska filed no 
petition for review. Subsequently, Alaska filed its formal acceptance of 
the condition and the subsidy limitation was incorporated in Alaska’s 
certificates for Routes 124, l2leF, 128 2/ and 136, the amended certificates 
becoming effective on February 1, 1968._3/ Similarly, in the subsequent 
Alaska-Alaska Coastal Merger Case, Docket 16408, the examiner's recommende? 
decision contained a like condition, again proposed by the Bureau and 
acceptable to Alaska, wh / and no exceptions were filed by Alaska. As in the 
previous case, Alaska formally advised the Board of its acceptante of the 
condition, and the subsidy limitation was incorporated in Alaska's amende: 
certificates, the certificates becoming ¢ffective on April 1, 1968._5/ 


On March 28, 1969, Alaska filed a petition for declaratory relief. Th= 
carrier petitions the Board for an order declaring as null and void ab init-¢ 
the subsidy limitations in its certificates for Routes 12%, 12b-F and 135. 

In support, Alaska contends that the subsidy limitation was erroneously 
cluded therein, since there were no issues of alteration; amendment, mod: { 

or suspension of certificates under section 401(g) of the Act in the two : 
proceedings and no finding that the public convenience and necessity resuieed 


i/ I.D. 43. 

_2/ Route 128 has since been consolidated into the certificate for Route 12+. 
4) Order E-26301, January 31, 1968. 

=f R.D. 17- 


Order E-26593, March 28, 1968. 


PY AVAILABLE 
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Alaska further argues 
m total subsicy has 
cercificate : notice and hea 
chat either the exam. 
that the Board has 
the subject matter oF am tificates wi the 
_ use oF Lol(g) or by using one of the other sections of the Act ¢ 
in the examiners’ decisions. According to Alaska, without jurisdiction ot 
carter by the Board any “notice” it had as to the certificate 
ana even its agreement to the certificate amendments are not 
== Air Lines ané the Bureau of Operating Rights have fiied 


= to the petition. 


User consideration, th Boare finds that Alaska's petivior. 
dismissed. 


subsidy limitations were imposed as a condition to the Board's 
of the two mergers. The condition imposed and accepted by Alaska 
oz required the amendment of its certificates of public convenicne~ 
and necessi ane x ws that Alaska had notice and heering on 
tition is challenging subsidy limitations to 
eec as an enent to the Board to approve these mergrrs. 
tition in essence represents @ collateral attack on a Board 
raising issues it could have urged through petition for review, 
simely pectition for reconsideration in the merger proceecings. 
The petition also represents & collateral attack on certificate provisions 
which have become effect an@ which can only be removed through section 
proceedings, a course which Alaska is following in Dock+*s 20465 and 
fing that Alaska's petition should not be 


ACCORDINGLY, IT IS ORDERED THAT: 
flaska's petition for declaratory relief be and it hereby i: dismissed. 


By the Civil Aeronautics Board: 


HAROLD R. SANDERSON 


Secretary 


BEFORE THE CY) 


CIVIL AERONAUTICS BOARD 


WASHINGTON, D. C. 


DOCKET 18293 


ALASKA-ALASKA COASTAL MERGER CASE 


PETITION OF ALASKA AIRLINES, INC. 


FOR RECONSIDERATION. 


Communications with respect to this 
document may be addressed to: 


William Vv. Cheek 

General Counsel 

Alaska Airlines, Inc. 
Seattle-Tacoma International Airport 
Seattle, Washington 98158 


and 
Herman F. Scheurer, Jr. 
Whanley & Fisher 
1815 H Street, Northwest 
Washington, D. C. 20006 


Attorneys for: 
ALASKA AIRLINES, INC. 


September 18, 1969 


PY AVAILABLE 


PETITION OF ALASKA AIRLINES, DX. 


Alaska Airlines, Inc. (“Petitioner”) hereby petitions 


the Board for reconsideration of Order 69-8-154, served 
August 29, 1969, dismissing its petition for declaratory re- 
lief filed in the above-entitled dockets. In support of its 
request for reconsideration, Petitioner respectfully states 
as follows: 

1. In its petition for declaratory relief filed 
on March 28, 1969, Petitioner requested the Board to issue 
an order declaring null and void ab initio the limitation 
contained in paragraph (7) of its certificates of public con- 
venience and necessity for Routes 124, and 124-F and also 
contained in paragraph (6) of its certificate of public con- 
venience and necessity for Route 138 and reissue the certifi- 
cates and grant such further and other relief as may be deemed 
necessary in the circumstances. 

2. At the time of the filing of the above petition, 
Petitioner was an applicant in Dockets 20465 and 20467 for 
certificate amendment under Section 401(g) to delete the 


aforesaid limitations. In the petition it was indicated that 
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if declaratory relief was granted the applications in these 


dockets would be withdrawn or Petitioner would ask to have 
them dismissed as moot (page 3). 

3. By Order 69-8-154 the Board has dismissed the 
petition for declaratory relief on the following grounds set 
forth at page 2 thereof: 


a. The subsidy limitations were in- 
posed as a condition of Board approval 
of the mergers and were accepted by 
Petitioner which ". . . perforce re- 
quired amendment of its certificates 


oe ee 


b. “The record shows that Alaska had 
notice and hearing on this issue, and 
Alaska in its petition is challenging 
subsidy limitations to which it agreed 
as an inducement to the Board to 
approve these mergers.” 


c. That Petitioner's request is a 
collateral attack on a Board order 
which could have been urged in a 
timely fashion through a “petition 
for review, exceptions or .. . 
petition for reconsideration.” 


d. That the petition also is a 
collateral attack “on certificate pro- 
visions which have become effective 
and which can only be removed through 
Section 40l1(g) proceedings, a course 
which Alaska is following in Dockets 
20465 and 20467." 


4. Petitioner submits that none of the above 
grounds is a valid reason for the dismissal of its petition 
for declaratory relief and that upon reconsideration based 
upon matters submitted herein the subsidy limitation should 
be deleted from its certificates. 

5. There is no doubt that the subsidy limitations 
were imposed as a condition to the Board's approval of both 
mergers and Petitioner in its request for declaratory relief 
aid not contend that such limitations could not be considered 
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as merger conditions. Petitioner's contention was then and 


is now that the limitations were “erroneously included in the 
aforesaid certificates . . . since there were no issues of 


alteration, amendment, modification or suspension of certifi- 


cates under Section 401(g) of the Act in these merger pro- 


ceedings . . .” (see pages 2 and 3). Thus, the order fails 
to take into account the suggestion of the Petitioner which 
is explained and set forth at page 4 of its petition for de- 
Claratory relief including the footnote as follows: 


By wrongfully including the subsidy limita- 
tion as a numbered certificate limitation 
the Board has impeded its ability to act 
under Section 406. While the Board con- 
tinnes to reserve jurisdiction with respect 
to labor protective provisions, it precludes 
itself from taking any action under Section 
406 with respect to subsidy until a new pro- 
ceeding is initiated and decided under Sec- 
tion 401(g) changing the numbered certifi- 
cate limitation on total subsidy. Such a 
situation is clearly not intended so as to 
require two proceedings where only one is 
needed. Petitioner is quite confident that 
the stringent requirements of Section 406 
are more than sufficient to safeguard the 
public est as well as the Federal 
Treasury. 


2/ In requesting that the certificate 

limitation on subsidy be declared null 

and void ab initio, Petitioner 1s not 

2i she certificate limiting subsidy 

Such a condition would then be under 

the Board's jurisdiction under Section 

406 which is the obvious statutory pro- 

cedure. (Emphasis supplied.) 
It follows from the above that imposition of a subsidy limita- 
tion and acceptance of it by Petitioner would not “perforce” 
require the amendment of the certificates of public convenience 
and necessity. 

6. Contrary to the assertion made in the order of 


@ismissal there is nothing in the record in this proceeding 
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that Petitioner “had notice and hearing on this issue” since 


there was no Section 401(g) issue of certificate amendment set 
forth by the Board or its examiners. Moreover, as pointed 
out in the previous paragraph, Petitioner is not “challenging 
subsidy limitations to which it agreed as an inducement to 
the Board to approve these mergers” but only the erroneous 
inclusion of such limitations in the certificates. 

7. The claim that Petitioner's request is a 


collateral attack which could have been urged in a timely 


fashion through a petition for review oz exception or petition 


for reconsideration, fails to explain the lack of findings in 
either of the initial decisions or the Board's orders that 
the Board had jurisdiction over the subject matter of amending 
certificates without the use of Section 401(g) or by using 
one of the other sections of the Act cited in the initial 
decisions. At page 6 of the petition it was pointed out that 
without jurisdiction of the subject matter the Petitioner's 
“notice” and even agreement to the certificate amendments 
were not valid and in this connection the following citations 
in footnote were shown: 

Under the Federal Rules of Civil Pro- 

cedure a party cannot waive an objec- 

tion that the Court lacks jurisdiction 

over the subject matter of the proceed=- 

ing (FRCP 12(h)). Similarly subject 

matter jurisdiction of the inferior 

Federal courts is limited to that juris- 

diction which has been vested in them 

by Congress. 2 Moore's Federal Practice 

§4.-2(3). 

8. Finally, the claim that the petition is a 
collateral attack on certificate provisions which have become 
effective and which can only be removed through Section 401 
(g) proceedings, is without any validity. There is no doubt. 


that a certificate can be amended to correct an error without 
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VY 
a Section 40l(g) proceeding. The action which Petitioner has 


claimed in its petition for declaratory relief was an 
erroneous action and thus a correction can and should be 
odtained. 

WHEREFORE, Petitioner prays that the Board recon- 
sider Order 69-8-154 and grant its request to declare null 
and void ab initio the limitation contained in paragraph (7) 
of the certificates for Routes 124 and 124-F and also con- 
tained in paragraph (6) of the certificate for Route 138 and 
grant such other and further relief as may be deemed necessary. 


Respectfully submitted, 


l/ By Order 68-10-90 dated October 17, 1968, the 
Board reissued the certificate of Continental 


certificate issued by Order £-26397, dated 
Pebruary 23, 1968. (Continental's petition 
for reissuance was not filed until September 
13, 1968.) Cf. C,A,B, v, Delta Ais Lines, 
367 U.S. 316 (1961) where the Supreme Court 
held that the Board did not have the power 
to amend a certificate after it had become 
effective without notice and hearing. How- 
ever, the Court observed that no party con- 
tended that the changes made constituted the 
correction of errors (p. 323). 
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CERTIFICATE OF SERVICE 
I hereby certify that I have served the foregoing 
Petition upon all parties in the above-entitled proceedings 
as well as those in Docket 20465 and 20467 and the Director 
of the Bureau of Economics of the Board by mailing a copy 


hereof, postage prepaid, this 18th day of September, 1969. 
7 


Herman F. Scheurer, Jr. 
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Docket /S9F08 
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JOINT APPLICATION OF 
ALASKA AIRLINES, INC. and ALASKA COASTAL AIRLINES, INC. 
FOR APPROVAL OF MERGER 


Communications with respect to this 
document should be sent to: 


Charles FP. Willis, Jr., President 
Alaska Airlines, Inc. 
Seattle-Tacoma International Airport 
Seattle, Washington 98158 


Shanley, Pisher & Kuykendall 

1815 H Street, Northwest 
Washington 

District of Columbia 20006 
Attorneys for Alaska Airlines, Inc. 


S. B. Simmons, President 
Alaska Coastal Airlines, Inc. 
Two Marine Way 

Juneau, Alaska 99801 


P. O. Eastaugh 

Robertson, Monagle, Eastaugh & Annis 

200 National Bank of Alaska Building 

P. O. Box 1211 

Juneau, Alaska 99801 

Attorneys for Alaska Coastal Airlines, Inc 


April 4, 1967. 


BEFORE THE ae) 


CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


ALASKA = ALASKA COASTAL MERGER 


JOINT APPLICATION OF 
ALASKA AIRLINES, INC. AND een COASTAL AIRLINES, INC. 
FOR APPROVAL OF MERGE 


Alaska Airlines, Inc. (Alaska) and Alaska Coastal 
Airlines, Inc. (Coastal) hereby apply pursuant to Sections 401 
and 408 of the Federal Aviation Act of 1958 as amended (the Act) 
and such other applicable provisions thereof: 

(1) For approval of the merger of Coastal into Alaska; 

(2) For approval of the transfer of the Certificates 
of Public Convenience and Necessity of Coastal to Alaska; 

(3) For approval of the transfer or reissuance to 
Alaska of all other operating authority, including route 
exemption authority held by Coastal; and 

(4) For such other and further relief as is specified 
herein or is necessary to effect the agreement of merger attached 
hereto. 

In support of this application Alaska and Coastal 
state as follows: 


1. Alaska and Coastal are corporations organized 


and existing under the laws of the State of Alaska. Alaska 


maintains an office and place of business at Seattle-Tacoma 
International Airport, Seattle, Washington 98158; Coastal 
maintains an office and place of business at 2 Marine Way, 
Juneau, Alaska 99801. 

2. Alaska and Coastal are citizens of the United 


States within the meaning of Section 101(13) of the Act. 
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3. Alaska and Coastal are air carriers as defined in 
Section 101(3) of the Act. Alaska is the holder of Certificates 
of Public Convenience and Necessity issued by the Civil Aeronau- 
tics Board authorizing it to engage in scheduled air transporta- 
tion of persons, property and mail over routes 128 and 138. 
Coastal is the holder of Certificates of Public Convenience and 
Necessity issued by the Civil Aeronautics Board authorizing it 
to engase in scheduled air transportation of persons, property 
and mail over routes 122 and 125. 

4. Alaska and Coastal pursuant to corporate resolu- 
trons duly adopted by their respective Boards of Directors en- 
tered into an agreement of merger dated as of April 1, 1967, 
providing for the merger of Coastal into Alaska upon the approval 
of the Civil Aeronautics Board and other necessary approvals, 
consents and waivers, all as more fully set forth in said agree- 
ment, a true and correct copy of which is attached hereto as 
Appendix “A”. 

The merger of Coastal into Alaska will be consist- 
ent with and in the public interest. The conditions of Section 
408 and other applicable sections of the Act will be fulfilled. 
The merger will not result in the creation of a monopoly and 
will not restrain competition or jeopardize any other air car- 
rier. The managements of both carriers believe that the merger 
will contribute significantly to the operating efficiency and 
economic strength of Alaska, the surviving carrier, and benefit 
the public by reducing or eliminating the need of Coastal to 
seek increasing subsicy rates. 

WHEREFORE, Alaska and Coastal request that the Board: 

A. Assign this application for hearing as soon as 
may be practicable after notice to all interested parties; and 

B. After such hearing, issue an order or orders un- 


der Sections 401 and 408 of the Federal Aviation Act of 1958 
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(1) Approve the merges cf Coastal into Alaska in 
accordance with the terms of the agreement of merger attached 
hereto; 

(2) Approve the transfer of the Certificates of 
Public Convenience and Necessity of Coastal described herein to 
Alaska and directing that upon consummation of the merger such 
certificates be reissued in the name of Alaska, including as 
may be necessary the transfer or reissuance to Alaska of all 
other operating authority including route exemption authority 
held by Coastal; and 

(3) Granting to the applicants such other and further 


relief as may be proper in the premises. 


Respec J submitted, 


SY SS 


F. 0. Eastaugh 

Robertson, Monagle, Eastaugh & Annis 

200 National Bank of Alaska Bldg. 

P. 0. Box 1211 

Juneau, Alaska 99801 

Attorneys for Alaska Coastal Airlines, Inc. 


¢ 
A, 
iam V. eek 
Seattle-Tacoma International Airport 
attle, Washington 98158 


La P q 
Shanley, Fisher & KuyNendall 
1845 H Street, N.W. 
shington, D.C. 20006 
Attorneys for Alaska Airlines, Inc. 


Dated: 4p-./ + 197 
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I hereby certify that I have this date caused 
copies of the foregoing document to be served upon all air 
carriers holding certificates of public convenience and 
necessity authorizing air transportation to and within 
Alaska, upon the Governor of the State of Alaska, and upon 
all organizations which are party to collective bargaining 
agreements with Alaska Airlines, Inc., or Alaska Coastal 
Airlines, Inc., by causing same to be mailed, properly ad- 


@ressed, postage prepaid. 


Doin 


‘ina K. 


Dated: 14 April 1967. 


AGREEMENT OF MERGER (1440) 


(PLAN OF MERGER) 


AGREEMENT OF MERGER dated as of the lst day of April, 
1967, (“Agreement”), between ALASKA AIRLINES, INC. ("Alaska"), 
and ALASKA COASTAL AIRLINES, INC. (“Coastal”), said corpora- 
tions being sometimes collectively called the “Constituent 
Corporations". 


WITNES 
PREAMBLE 


The Constituent Corporations are both organized and 
existing under the laws of the State of Alaska. 


Alaska is authorized by its certificate of incorpo- 
ration to issue 3,000,000 shares of Common Stock of the par 
value of One Dollar ($1.00) per share of which, as of March 31, 
1967, there were 1,188,662 shares issued and outstanding, 26 
shares held in the treasury, 50,000 shares reserved for options 
of which 28,500 shares were reserved for issuance on the exer- 
cise of options to certain officers and employees of Alaska 
under its Qualified Stock Option Plan, 50,000 shares reserved 
for options granted in connection with the leasing of two Boe- 
ing 727-90C aircraft and three spare jet engines, 500,000 shares 
reserved for issuance upon conversion of its 6 1/2 percent 
Convertible Subordinated Debentures due November 1, 1986, and 
62,000 shares reserved for issuance to shareholders of Cordova 
Airlines, Inc., on the effective date of its merger with Alaska. 


Coastal is authorized by its certificate of incorpo- 
ration to issue 4,000,000 sharcs of Common Stock of the par 
value of One Dollar ($1.00) per share of which, as of the 
date hereof, there were 484,968 shares validly issued, out- 
standing and fully paid; and to issue 1,000,000 shares of 
5 1/2% cumulative non-voting preferred stock of par value of 
One Dollar ($1.00) per share of which, as of the date hereof, 
there were 479,815 shares validly issued,outstanding and 
fully paid. 


Alaska and Coastal are engaged in air transportation 
as air carriers. They believe that the merger of Alaska and 
Coastal will improve the services heretofore rendered to the 
public by them as air carriers and that the economies and 
traffic generation resulting from the merger will strengthen 
the Nation's air transportation system and promote the public 
interest. 


The respective Boards of Directors of the Constitu- 
“nt Corporations, by resolutions duly adopted, have approved 
this agreement and tave declared it advisable and in the best 
interests and to the advantage of the respective corporations 
that Alaska and Coastal be merged by merging Coastal into 
Alaska on the terms and conditions hereinafter set forth and in 
accordance with the laws of the State of Alaska. 
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NOW, THEREFORE, in consideration of the mutual 
promises herein contained, Alaska and Coastal agree that 
the terms and conditions of merger, the mode of carrying 
the merger into effect, and the manner of converting the 
shares of Coastal into shares or other securities of the 
Surviving Corporation (as hereinafter defined) are as 
follows: 


Section 1. Constituent Corporations 
On the effective date of the merger, Coastal 


shall be merged into Alaska, in accordance with the laws 
of the State of Alaska, Alaska to be the surviving corpora- 
tion under the laws of the State of Alaska, which corpora- 
tion is sometimes hereinafter referred to as the “Surviving 
Corporation”. 


Section 2. Articles of Incorporation 
The Articles of Incorporation of Alaska in effect 


on the effective date of the merger, to the extent amended 
by the Articles of Merger as provided by law, shall be the 
Articles of Incorporation of the Surviving Corporation, 

until it is further amended as provided therein or by law. 


Section 3. By-Laws 

The By-Laws of Alaska in effect on the effective 
@ate of the merger shall be the By-Laws of the Surviving 
Corporation, until they are further amended, altered or 
repealed as provided therein or by law. 


Section 4. Board of Directors 

The persons who shall serve as the Board of 
Directors of the Surviving Corporation upon and after the 
effective date of the merger shall be the directors of 
Alaska in office on such effective date and S. B. Simmons 
and 0. P. Benecke. Such directors shall hold office as 
provided in the By-Laws of the Surviving Corporation. 


Section 5. Officers and Employees 


The persons who shall serve as the officers of 
the Surviving Corporation upon the effective date of the merger 
shall be the officers of Alaska in office as of such effective 
date and such other persons as may be elected officers by the 
Board of Directors of the Surviving Corporation, all of whom 
shell hold office as provided in the By-Laws of the Surviving 
Corporation. The following officers of Coastal, S.- B. Simmons, 
President and Chairman of the Board, 0. FP. Benecke, Executive 
Vice President, H. S$. Gruening, Vice President - Operations and 
G. A. Bodding, Vice President - Southern Division, have entered 
into employment agreements commencing as of the effective date 
of the merger, under which they will perform services for 
the Surviving Corporation commencing with the effective date 
of the merger. 


The Surviving Corporation will accept reasonable 
labor protective provisions of the character and extent 
previously prescribed by the Civil Aeronautics Board in 
similar situations. 


Section 6. Manner of Converting Shares 
(a) The shares of Common Stock of Alaska issued 
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and outstanding on the effective date of the merger (includ- 
ing any shares owned by Alaska) shall not be modified in any 
way by this Agreement or the merger. 


(b) All of the shares of Common Stock of Coastal 
validly issued And outstanding on the effective date of the 
merger, which in no event shall excced 484,968 shares, are 
hereby converted as of said date, in the aggregate, into 
251,442 shares of Common Stock of the Surviving Corporation 
which shall be fully paid and non-assessable, and said shares 
of the Surviving Corporation shall be allocated among the 
shareholders of Coastal as provided herein. 


Each holder of an outstanding certificate or certi- 
ficates representing shares of Common Stock of Coastal shall, 
upon surrender of the same to the Surviving Corporation, be 
entitled to receive in exchange therefor (i) a certificate for 
the number of full shares of Common Stock of the Surviving 
Corporation as shall equal his proportionate ownership of 
Coastal stock applied to 251,442 shares of Alaska stock, but 
in no event shall the shares of Common Stock of the Surviving 
Corporation to be issued and received hereunder exceed 251,442 
shares; and (ii) appropriate opportunity to exercise the rights 
with respect to fractional shares hereinafter set forth; 
provided, however, that from the effective date of the merger 
and until such surrender and exchange, each certificate for 
shares of Common Stock of Coastal validly issued and out- 
standing on such effective date shall, to the extent only 
of the aggregate number of shares stated above, be deemed 


to represent that portion of the number of full shares of 
Common Stock of the Surviving Corporation into which such 
shares of Common Stock of Coastal have been converted. 


If, prior to the effective date of the merger, 
Alaska shall subdivide or aggregate the shares of its Common 
Stock by way of dividend payable in its Common Stock, stock 
split, spin-off, split-off, split-up, reclassirication, 
combination of shares or in any other manner, then (a) in 
the case of a subdivision, the number of shares of Common 
Stock of the Surviving Corporation into which shares of 
Coastal are to be converted shall be proportionately increased, 
and (b) in case of an aggregation, the number of shares of 
Common Stock of the Surviving Corporation into which shares 
of Coastal are to be converted shall be proportionately 
decreased; provided, however, that in any such adjustment 
in the number of shares issuable, fractions of less than 
five-hundredths of a share shall be disregarded and fractions 
of five-hundredths of a share or more, but less than one-tenth 
of a share shall be treated as being one-tenth of a share. 


The issuance of certificates by the Surviving 
Corporation shall be subject to the following conditions: 
no certificates for fractional shares of the Surviving 
Corporation will be issued, but in lieu thereof arrange- 
ments will be made, during a period of ninety days after the 
effective date of the merger, by which each shareholder en- 
titled to a fractional share will be afforded the opportunity 
either to sell such fractional share or to purchase an addi- 
tional fractional share sufficient to make one full share. 
Outstanding fractional share interests will not entitle the 
ownere thoreof to vote or to receive dividends or to any 
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other rights of a shareholder. After such ninety day period, 
the number of full shares representing the aggregate renain- 
ing fractional shares will be sold for the account of the 
owners of sych fractional shares. The proceeds of any such 
sale not claimed within six years after the effective date 

of the mercer shall become the porperty of the Surviving 
Corporation, free of any claim of persons previously entitled 
thereto. 


Section 7. Certa E of Mc 
When the merger becomes effective, all the rights. 
privileges, powers, immunities and franchises, as well of 
a public as a private nature, of each of the Constituent 
Corporations shall be possessed by the Surviving Corporation, 
subject to all the liabilities and duties of each of the 
Constituent Corporations under the laws of the State of 
and all and singular the rights, privileges, powers, 
es and franchises of each of the Constituent Corporations, 
ane all property. real, personal and mixed, and all debts due 
to any of the Constituent Corporations on whatever account, 
including subscription to shares, and all other choses in 
action. and all and every other interest of or belonging to or 
ace to each of the Constituent Corporations, shall be taken 
ane deemed to be transferred to and vested in the Surviving 
Corporation without further act or deed, and all property, 
rights. privileges, powers, immunities and franchises and all 
and every other interest shall be thereafter as effectually 
the property of the Surviving Corporation as they were of the 
respective Constituent Corporations, and the title to any real 
estate,or any interest therein, vested by deed or coherwise under 
the laws of the State of Alaska or otherwise in any of the 
Constituent Corporations shall not revert or be in any way 
impairec by reason of the merger herein provided for; but 
all ghts of creditors and all liens upon any property of 
any of the Constituent Corporations shall be preserved un- 
impaired, and all debts, liabilities and duties of the 
respective Constituent Corporations shall when the merger 
becomes effective attach to the Surviving Corporation, and 
may be enforced against it te the same extent as if said 
debts, liabilities and duties had been incurred or con- 
tractec by it: provided, however, that if on the effective 
te of the merger there be outstanding any debts, liabili- 
ties and duties of one of the Constituent Corporations owed 
to the other of the Constituent Corporations, then upon said 
date such debts, liabilities and duties shall by the act of 
merger be fully discharged and satisfied, and any lien, 
encumbrance or sccurity placed upon all or any of the assets 
of one of the Constituent Corporations as collateral security 
for a debt, liability or duty owed to the other of the 
Constituent Corporations shall by the act of merger be fully 
dischargeé and satisfied, together with any lien, encumbrance, 
assignment or plecge of any of the assets of the individual 
stockholders of one of the Constituent Corporations which 
shall then be outstanding in favor of the other of the Con- 
stituent Corporations as collateral security for a debt, 
obligation or duty owed by one of the Constituent Corporations 
to the other of the Constituent Corporations which shall, on 
said date, by the act of merger, be fully discharged and 


satisfied. 


(1444) 


The aggregate amount of the net assets of the Con- 
stituent Corporations which is available for payment of divi- 
dends immediately prior to the merger shall continue to be 
available for the payment of dividends by the Combined Corpo- 
ration to the extent that the value thereof is not transferred 
to stated capital by the issuance of shares of stock or other- 
wise. 


Section 8. Supplementary Action. 


If at any time the Surviving Corporation shall con- 
sider or be advised that any further assignments or assurances 
in law or any other things are necessary or desirable to vest 
or to perfect or confirm of record in the Surviving Corpora- 
tion the title to any property or rights of Coastal, or other- 
wise to carry out the provisions of this Agreement, the proper 
officers and directors of Coastal as of the effective date of 
the merger shall execute and deliver. any and all proper deeds, 
assignments and assurances in law, and do all things necessary 
or proper to vest, perfect or confirm title to such property 
or rights in the Surviving Corporation, and otherwise to carry 
out the provisions of this Agreement. 


Coastal shall give to Alaska and to Alaska's attor- 
neys, accountants and other authorized representatives free 
and full access, throughout the period prior to the effective 
date of the merger, to all of Coastal's properties, books, con- 
tracts, commitments and records and shall furnish Alaska dur- 
ing such period all such factual information and documents 
concerning Coastal's affairs as Alaska may reasonably request 
for the sole purpose of enabling Alaska to have full opportunity 
to make such investigation as it may desire of the affairs of 
Coastal and in order to verify the representations and warrant- 
ies of Coastal. 


Section 9. d_ by Stockhold 


Coastal. 

(a) Alaska agrees that the Surviving Corporation 
will (1) file with the Securities and Exchange Commission, on 
or as soon as practicable, but not later than 60 days, after the 
effective date of the merger, a Registration Statement on Form S-l4 
under the Securities Act of 1933 relating to shares (hereinafter 
called “Registered Shares“) of the Surviving Corporation's Common 
Stock owned or controlled as a result of the merger by all members 
of the Board of Directors of Coastal as of the date hereof and 
by any other person or persons who, in the opinion of Coastal's 
counsel, may be deemed to be controlling stockholders (herein- 
after collectively called “Stockholders") of Coastal; (2) use 
its best efforts to cause said Registration Statement to be- 
come effective as soon as practicable, including the filing of 
one or more amendments thereto; and (3) file from time to time 
such post-effective amendments to said Registration Statement 
and such supplements to the Prospectus included therein and take 
such other steps required for compliance with Federal and State 
securities laws as may be necessary to cause such Registration 
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Statement to remain in effect for a period of twenty-four months 
and to enable the Stockholders during such period to sell Regis- 
tered shares on any national securities exchange on which the 
Registered Shares are listed: provided, however, that unless such 
a post-effective amendment be filed earlier as contemplated in 
Section 11(b) below, at the end of said period, or as soon as 
practicable thereafter, the Surviving Corporation will file a 
final post-effective amendment designed to accomplish the de- 
registration of any Registered Shares then remaining subject to 
the Registration Statement. 


(>) If any Stockholder or Stockholders shall intend 
to sell, during the twenty-four month period following the ef- 
fective date of the Registration Statement, any Registered 
Shares in any public offering other than in brokers’ transac- 
tions as defined in paragraphs (d) and (e) of Rule 133 under the 
Securities Act of 1933 or other than in transactions on a na- 
tional securities exchange, the Surviving Corporation shall as 
soon as practicable, at the request of such Stockholder or Stock- 
holders (and after notifying the other Stockholders of such re- 
quest), prepare and file with the Securities and Exchange Com- 
mission a post-effective amendment or amendments to the Regis- 
tration Statement which shall include a Prospectus offering 
such Registered Shares (and any Registered Shares covered by 
Similar requests received from other Stockholders) and setting 
forth any information required with respect to the Stockholder 
or Stockholders making such public offering and the terms there- 
of, and the Surviving Corporation shall use its best efforts 
to cause such post-effective amendment or amendments to become 
effective. In no event shall the Surviving Corporation be 
obligated to file such post-effective amendments with respect 
to more than one such public offering in the first twelve- 
month period after the effective date of the Registration 
Statement, nor more than one such public offering in the next 
succeeding twelve-month period. 


(c) In connection with sales of Registered Shares 
made by any Stockholder or Stockholders under either of the 
preceding paragraphs, the Surviving Corporation shall provide 
such Stockholder or Stockholders, and any underwriters there- 
for, with such quantities of the Registration Statement and the 
Prospectus included therein, and any amendments or supplements 
thereof, as may be reasonably required, legally and otherwise, 
to effect such sales. 


(a) All expenses incurred by Alaska or the Surviv- 
ing Corporations, or both, in complying with the undertakings as- 
sumed in subsection (b) and the resulting expenses incurred in 
connection with subsection (c) of this Section, including, 
without limitation, all registration and filing fees, printing 
fees, fees and disbursements of counsel for Alaska or the Sur- 
viving Corporation, or both, and expenses of any special aud- 
its incident to or required by any such registration shall be 
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shared and paid by Stockholders in the proportion that the 
number of shareg. being registered for such Stockholders bears 
to the total number of shares being registered. The expenses 
of all other undertakings of Alaska or the Surviving Corpora- 
tion sct forth in subsections (a), (b) and (c) of this Sec- 
tion shall be paid by Alaska or ti.e Surviving Corporation, as 
the case may be. 


(e) If at any time subsequent to the effective 
date of the merger any Stockholder shall desire to sell all 
or any portion of the stock of the Surviving Corporation ac- 
quired by him by operation of the merger, then such Stock- 
holder shall, in writing, make an offer to the Surviving Cor- 
poration which shall set forth a statement of his intention 
to sell, transfer or otherwise dispose of certain shares of 
stock of the Surviving Corporation, and shall give an option 
to the Surviving Corporation to purchase or receive said 
shares, as more fully set forth in a separate agreement of 
even date herewith to be filed with the Surviving Corporation. 


Section 10. Effective Date. 

Each of the Constituent Corporations shall promptly 
place the merger before its shareholders at a regular or spe- 
cial meeting for consideration and action thereon. 


The appropriate officers of the Constituent Corpo- 
rations shall execute and cause to be filed with the Commis- 
sioner of Commerce of Alaska articles of merger as required 
by the Alaska Business Corporation Act. Upon issuance by the 
Commissioner of Commerce of Alaska of a certificate of merger, 
the merger herein provided for shall be and become effective 

‘and the date on and time at which such certificate of merger 
shall be issued is referred to herein as “the effective date 
of the merger”. 


The parties agree that the above-described actions 
with respect to the execution and delivery of articles of 
merger shall be taken as soon as practicable after accomplish- 
ment of the following: 


(1) Approval of the merger by the respective stock- 
holders of the Constituent Corporations, 


(2) Pinal approval of the merger to the extent re- 
quired under Section 4038 and any ocher applicable provisions 
of the Federal Aviation Act of 1958, and 


(3) The securing of any other approvals, waivers 
or consents required by law or by existing notes, contracts, 
leases, indentures or agreements of the parties. 


Each of the Constituent Corporations will use its 
best efforts to obtain the approvals, waivers and consents 
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Specified above and any other approvals, waivers or consents 
necessary or desirable to accomplish the merger as expediti- 
ously as possible, and will supply such information and docu- 
ments as the other party may reasonably require for any proxy 
statements, registration of securities or other Purposes cs- 
sential to the consummation of the merger. 


Section ll. a d_ Und. n 
of Coastal 

(a) Coastal will deliver to Alaska, in connection 
with this Agreement (i) a statement of income for the year 
ended December 31, 1965, and a balance sheet at December 31, 
1965, certified by Arthur Andersen & Co., and (ii) a state- 
ment of income for the year ended December 31, 1966, and a 
balance sheet at December 31, 1966, certified by Arthur An- 
Gersen & Co. 


Coastal ag=ces to deliver to Alaska (i) on or be- 
fore the date hereof, a statcmcnt of income for the month 
ended January 31, 1967, and a balance shcet at January 31, 
1967, certified by the chief financial officer of Coastal; 
(14) within forty-five days aftcr the end of each month, com- 
mencing with February 1967, a balance sheet as of the end of 
Such month and a statement of income for such month and for 
the period of the fiscal year ended at the end of such month, 
cert: .ead by the chief financial officer of Coastal; and 
(ia., on the effective date of the merger a true and com- 
plete list of its shareholders as shown on its books as of 
that date. 


(b) Coastal agrees that it will deliver to Alaska, 
on or prior to the effective date of the merger, in form 
Satisfactory to counsel for Alaska, an agreement from each 
of the Stockholders (as defined in Section 9(a) above) con- 
taining (i) a statement of the intention of such Stockholder 
to acquire the Alaska shares distributable to him upon the 

x=ger without a view to the distribution of any thereof ex- 
cept as may be pemaitted by subsections (b) and (d) of 
Huie 133 and Rule 152A of the Securities Act of 1933 or ex- 
cept to the extent such shares may then be registered under 
tne said Act for distribution as contemplated in the Regis- 
tration Statement to be filed under the provisions of Sec- 
tion 9(a) above; (11) an agreement that the Stockholder 
will notify the Surviving Corporation immediately when the 

iz o£ his Registercd Shares (zs defined in Section 9(a) 
uvove) has been completed or when the offering in the 
United States of the remaining unsold portion of his Reg- 
istered Shares has been term inated, and agrecing further 
that in no event will the distribution contemplated by the 
Registration Statement to be filed under Section 9(a) above 
(hereinafcer called “Registration Statement") extend beyond 
twenty-four montns after the cffective date of said Regis- 
tration Statement; and (111) a statement that the Stockholder 
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shall indemnify and hold harmless the Surviving Corporation 
against any and,all losses, claims, damages or liabilities, 
joint or several, to which it may become subject under said 
Securities Act or otherwise, and shall reimburse it for any 
legal or other expenses incurrcd wy 1t in connection with 
investigating any claims anc defending any actions, insofar 
as such losses, claims, dumages, lindilatics or actions arise 
out of or arc based upon any untrue statement or alleged un- 
true statement of a material fact contained in the Registra-— 
tion Statement or Prospectus included therein, or any amend- 
ment or supplement thereto, or any omission or alleged omis- 
sion to state therein a material fact required to be stated 
t lercin or necessary to make the statements therein not mis- 
leiling: when such statement or omission arose out of, was 
based upoa, ox was made in reliance upon and in conformity 
with information furnished to or withneld from the Surviving 
Corporation by or on behait of suca Stockholder for use in 
connection with the preparation of the Registration State- 
ment or Prospectus, or any amendment or supplement thereto. 


(¢) Coastal represents and warrants that as of 
the date hereof and as of the cffective date of the merger: 


(1) Such of che financial statements de- 
livered and to be delivered to Alaska under (a) above as 
are or wilt be certificd by Arthur Andersen & Co., have 
been and@ will be prepared in accordance with generally ac- 
cepted accounting principles consistently applied through- 
out the periods involved; they are and will be correct and 
complete and fairly present, in accordance with generally 
accepted accounting principles consistently applied through- 
out the periods involved, the financial position and re- 
sults of operations of Coastul, and said balance sheets do 
and will reflect all liabalic.cs, contingent or otherwise, 
of Coastai, except liabilities which are not required to be 
so reflected in accordance with generally accepted account- 
ing principles. Such liabilities not so reflected are not, 
ain the aggregate, material. 


The remaining Sinancial statements delivered and 
to be delivered under (a) above have been and will be pre- 
pared on a basis consistent with the certified statements, 
and with each other, and do and will reflect all relevant 
facts known at the time of their preparation. 


(2) The statement respecting the shares of 
Common Stock of Coastal, set forth in the preamble, is true 
and correet, and Coastal docs not have outstanding any 
stock options or warrants or rights to purchase stock and 
agrees that it will not issue or agree to sell or issuc any 
shares of its Common Stock. Coastal has delivered to Alaska 
a true and complite list of its stockholders as shown on its 
books as of the date hereof. 
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(3) Coastal is a corporation duly organized 

and existing in-good standing under the laws of the State 

£ Alaska, is an “air carricr” within the meaning of the 
Pederal Aviation Act of 1958, as amended, is the holder of 
a Certic.cate of Public Convenicnce and Necessity issucd by 
the Civii Acronautics Board authorizing it to engage in 
scheeulee air transportation, and is duly qualified to do 
business wherever necessary to carry. on its present busi- 
ness and operations. 


(4) The asscts of Coastal on the effective 
Gace of the merger shuil include and not be less in value 
than those reflected in Coastal’s balance sheet of December 
31, 1966, wach only such changes tnerein as shall have oc~ 
curred in the ordinary course of business between that date 
ind che elZective date ox the merger, except as the statc- 
ment of assets may be changed as authorized in Section 17. 


(5) The liabilities, contingent or other- 
wise, of Cozstal on the effective date of the merger shall 
not be greater in amount than are reflected in Coastal's 
-slance sheet of December 31, 1966, with only such changes 
therein as shall have occurredc in the ordinary course of 
business between that date and the effective date of the 
merger, except as the statement of liabilities may be 
changed as authorizeé in Section 17. 


(6) ‘Shere are no actions or proceedings 
pending or to its knowlcage Lareatened, except such as may 
be pending before the Civil Acronautics Board or have been 
discloseé by Coastecl to #sasica in writing prior to the 
exccution cf this Agreement, which may result in any mate- 
rial adverse change in the business, present or prospec- 
tive, or the operations or assets or the condition, finan- 

ial or otherwise, oz Coastal. 


(7) Coastal is not a party to any con~ 
tract, materially and idverscly affecting, in the opinion 
of Coastal, or of sts counsel, che wussness, present or 

wCcive, Or the operations or asscts oF the condition, 
wuncael of otherwise, of Coustal, except such as have 
Deen GascioscaG by se to Alaska in writing prior to the cxe= 
curse. of this Lgreasenc. 


(Z) Coastal iu not in default in the per- 
formance, observance or fulfillment o£ any of the obliga- 
tion., Covenants OF COMGLCLOMY contcuancd in any contract, 
pond, dvventurc, note OF OF.LF evidence of indebtedness 
or in cny indenture, loan agreement or sg@urity agreement. 
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(9) Coastal has good and marketable title 
to all of its properties and assets, real and personal, in- 
cluding those reflectcd in the balance sheets furnished to 
Alaska, subject to no mortgage or other encumbrance except 
such as have been disclosed to Alaska in writing prior to 
the execution of this Agreement and between the date hercof 
and the effective date of the merger, Coastal will do noth- 
ing, exe: .c in the normal course of business and operations 
and with prior written notice to Alaska, to incur or permit 
any further mortgages or encumprances or to impair in any 
way the aforesaid good and marketable titles. 


(10) Coastal will not, without the written 
consent of Alaska, amend its Articles or its Certificate of 
Incorpozsation or its By-Laws. 


(11) Coastal does not have and will not 
bring into existence, any employment contract which is not 
terminable upon not more than 30 days notice (except inso- 
far as a collective bargaining agreement with a union rep- 
resenting some if its employecs might be regarded as an 
employment contract), and will not make any bonus or spe- 
cial or contingent compensation payments or arrangements 
with any of its officers or employees. 


(12) Coastal shall conduct its business 
and affairs in the normal manner in which they have here- 
tofore been conducted and shall not engage in any unusual 
activities or undertakings. financial or otherwise, with- 
out the prior written consent of Alaska, exccpt as may be 
required by law or by the Civil Aeronautics Board. 


(13) Coastal has maintained and will con- 
tinue to maintain until the effective date of the merger, 
liability insurance and insurance upon its buildings and 
equipment which are all of a character usually insured against 
loss and dauage in the ordinary course of business, to the 
extent only, however, that Coastal has heretofore done so, 
aud waiech will protect Alaska, to the extent of its in- 
t-.rest, against any such liability, loss and damage. 


(14) ne accounts receivable of Coastal 
shown in its balance shect of Februasy 28, 1967, have been 
collected or are collectible ia full, except as may be 
written off in the normal course of business. 


(15) The only collective bargaining agree- 
wents with labor organizations to which Coastal is a party 
-¢ those Wich have herctofore been disclosed to Alaska. 


he 


(16) Coastal has delivered to Alaska cop- 
jos of all mortgages, chattel mortgages, security agreements, 


Y AVAILABLE 
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loan agreements, joint vcniure agreements, conditional sales 
agreements, leas> agreements and all other agrecments of a 
Similar nature of Coastal (cxcept contracts in the ordinary 
course of business, the agyrcyate liability of Coastal under 
amy one of which does not exceed the sum of ten thousand 
dollars). 


(17) No Zinder’s fee or commission is pay- 
able =o any person with respect to the iransactions contem- 
platec hereby. = 


(18) All statements contained in any cer- 
tificate or other instrument or writing delivered by or on 
beralf of Coastal pursuant to this Ayreement or in connec- 
tion with the transactions contemplated hereby shall be 
true, correct and complete in ull material respects and con- 
tain nao misieading statements of material omissions. 


Section i2. Financial Statements and Undertakings 


Rlaska has Gclivered co Coastal, in connec 
execucion of this Agreeucnt (i) a statement 
the year ended December 31, 1965, and a bal- 
Ducemoer 31, 1965, cec.rficd by Ernst & 

aad (22) a stacemenc of income for cleven months 
ended Novenkcs 30, 1966, ana a balance shcet at November 30, 
1966, certified sy the chaef financial officer of Alaska. 


Alaska agrecs to deiiver to Coastal (i) on or be- 
fore Apri 30, 1967, a stutcmc:zt of income for the ycar 
enéeé December 31, 1666, inci a balance sheet at December 31, 
1966, certified by the chics Lanancial officer of Alaska, 

“+35 within gorty-Lave Geys alter the end of cach month, 
Conncncing January i967, « balunce shcet as of the end of 
Buch mone anc a statemcnc of incoine for such month and for 

of the Zisesl year cnaded «tl the end of such 

h, certifieé by the chicf financial officer of Alaska, 

(222) On oc belZuce April 30, ivy, a statement of in- 
come log che yess endee December 31, 1966, and a balance 
Siewe GE That Gate, certacicd by Ernst & Ernst. 


1 ayrees wnat the Surviving Corporation 
BieyY Und Hold hacwicss cach of the Stockholders 
—s ia Seccion 9 (a) shove) against any and all 

cee! tp Can ciS, Gimages or liai-dlitics, joint or scveral, 
zu Ws..cm aay O£ them may becuic subject, and shall reimburse 
crc 1 OL y lege: or ot kx expenses incurred by them in 
Comics Vach anvestigating any claims and defending any 
betionue, ins¢cas as such loses, cluims, damages, liabilit- 
bss Of ustions arise ove Of oc are bascd upon any untrue 
Sbetenec OL slleged untrue statement of a material fact 
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Contained in the Registration Statement or Prospectus included 
therein, or any amendment or supplement thereto, or any cmis- 
sions or alleged omission to state therein a material fact re- 
quired to be stated therein or necessary to make the state- 
ments therein not misleading; provided, however, that the fore- 
going indemnity agreement shall not apply to any such losses, 
claims, damages, liabilities or actions arising out of, or 
based upon, any such untrue statement or any such omission if 
such statement or omission was made in reliance upon and in 
conformity with information furnished to the Surviving Corpo- 
ration by or on behalf of Coastal or such Stockholder for use 
in connection with the preparation of Registration Statement 
or Prospectus, or any amendment or supplement thereto. 


(c) Alaska represents and warrants that as of the 
date hereof and as of the effective date of the merger: 


(1) Such of the financial statements deliv- 
ered and to be delivered to Coastal under (a) above as are 
or will be certified by Ernst & Ernst, have been and will 
be prepared in accordance with generally accepted accounting 
principles consistently applied throughout the periods in- 
volved; they are and will be correct and complete and fairly 
present, in accordance with generally accepted accounting 
principles consistently applied throughout the periods in- 
volved, the financial position and results of operations of 
Alaska; and said balance sheets do and will reflect all 
liabilities, contingent or otherwise, of Alaska, except 
liabilities which are not required to be so reflected in 
accordance with generally accepted accounting principles. 
Such liabilities not so reflected are not, in the aggregate, 
material. 


The remaining financial statements delivered and 
to be delivered under (a) above have been and will be pre- 
pared on a basis consistent with the certified statements, 
and with each other, and do and will reflect all relevant 
facts known at the time of their preparation. 


(2) The statement respecting the shares of 
the Common Stock of Alaska set forth in the preamble is true 
and correct. Additional shares of said stock may have been 
issued subsequent to March 31, 1967, and may be issued after 
the date hereof, and Alaska agrees to notify Coastal thereof. 


(3) Alaska is a corporation duly organized 
and existing in good standing under the laws of the State 
of Alaska, is an “air carrier” within the meaning of the 
Federal Aviation Act of 1958, as amended, is the holder of 
a Certificate of Public Convenience and Necessity issued 
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by the Civil Aeronautics Board authorizing it to engage in 
scheduled arr tomsportation, and is duly qualified to do 


business wherever necessary to carry on its present busi- 
ness and operations. 


(4) There are no actions or proceedings 
pending, or to its knowledge threatened, except such as may 
de pending before the Civil Aeronautics Board or have been 
Gisclosed by Alaska to Coastal in writing prior to the exe- 
curtion of this Agreement, which may result in any material 
acverse change in the business, present or prospective, or 
the operations or assets or the condition, financial or 

therwise, of Alaska. 


(S) Alaska is not a party to any contract, 
materially and adversely affecting, in the opinion of Alaska, 
or of its counsel, the business, present or prospective, or 
the operations or assets or the condition, financial or other- 
wise, of Alaska, except such as have been disclosed by it to 
Coastal in writing prior to the signing of this Agreement. 


(6) Alaska is not in default in the per- 
formance, observance or fulfilsnent of any of the obliga- 
tions, covenants, or conditions contained in any contract, 

ad, Gebenzture, note or other evidence of indebtedness or 
in any inccnture, loan agreement or security agreement. 


(7) No finder's fee or commission is pay- 
able to any person with respect to the transactions con- 
templated hereby. 


(6) <Alaszxa shail use its best efforts to 
notify Coastal of materially important events occurring in 
its business Guring the time between the exeuction hereof 
andé tae effective date of the merger. 


statenents contained in any certi- 
sthner instrumest of weiting delivered by or on 
of Alaska pursuant to this Agreement or in connection 
che transactions contemplated hereby shall be true, 
ect — complete in all material respects and contain 
ing statements nor mwotcriul omissions. 


{10) Zlaska agrees to notify Coastal of 
aed chaace in 2ts Articles of Incorporation or By-Laws 
. “cur setween the date of the execution hereof and 
tive Gate of the merger. 


Section 13. Sovicends and Distribution 

Nothing in this Agreement shall be deemed to limit 

t the ragnt of Alaska to pay such dividends in 
wcOck or Cash ac its Boarc of Directors may from time to time 
lawiully deciare. 
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Section 14. Opinions of Counsel and Documentation 

Prior to the filing of this Agreement with the Com- 
missioner of Commerce pursuant to Section 10 hereof, each 
party shall give to the other such opinions of counsel, cer- 
tifications, and other documents as may reasonably be re- 
quired and as are customary in transactions of this kind. 


Section 15. Approvals, Consents and Waivers Re- 


This Agreement shall have no force or effect unless 
and until consents, waivers or approvals are obtained to the 
extent required under the provisions of any notes, indentures, 
contracts, leases or agreements of the Constituent Corpora- 
tions. 


Section 16. Abandonment of Merger 

Anything herein or elsewhere to the contrary not- 
withstanding, this Agreement may be terminated and the mer- 
ger abandoned at any time prior to the effective date of the 
merger, whether before or after submission to or approval by 
the stockholders of the Constituent Corporations: 


(a) By mutual agreement of the Boards of Directors 
of the Constituent Corporations. 


(b) At the election of the Board of Directors of 
either of the Constituent Corporations in the event that by 
December 31, 1967: 


(1) The merger shall not have been approved 
by the requisite vote of the respective shareholders of each 
of the Constituent Corporations: or 


(2) The Constituent Corporations shall not 
have secured such approvals, consents or waivers, if any, 
as may be required under the provisions of any notes, in- 
dentures, loan agreements, contracts, leases or other agree= 
ments of either of the Constituent Corporations which will 
remain in effect immediately after the effective date of 
the merger or as may be required to avoid a default by the 
Surviving Corporation under such provisions at the effective 
date of the merger or immediately thereafter; or 


(3) The merger shall not have been approved 
to the extent réquired by Section 408 and other applicable 
provisions of the Federal Aviation Act of 1958, without any 
conditions which Would adversely and materially affect the 
Surviving Corporation, OF the Certificates of Public Conven- 
dence and Necessity of Coastal shall not have been issued 
to Alaska or transferred to it pursuant to Section 401(h) 


| AVAILABLE 
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of the Federal Aviation Act of 1958, as amended, and all 
other operating autiprity and rights now held or hereafter 
acquired by Coastal shall not have been issued to or trans- 
ferred to Alaska without material change in the nature or 
scope of the services authorized by said Certificates of 
Public Convenience and Necessity and said other operating 
authority and rights. It is understood that reasonable 
labor protective provisions of the character and extent 
previously prescribed by the Civil Aeronautics Board in 
Similar situations shall not be deemed to be conditions 
which would adversely and materially affect the Surviving 
Corporation. 


(ec) At the election of the Board of Directors 
of either of the Constituent Corporations in the event that: 


(1) On or before the effective date of the 
merger, the other corporation shall have experienced finan- 
cial operating results for the most recent twelve-month pe- 
riod substantially dissimilar to and less favorable than 
the results experienced during the twelve-month period 
enced November 30, 1966, except that the operating results 

£ Alaska for said periods shall be considered in the light 
ef subsidy recéuctions required by CAB Order E-24492 dated 
December 8, 1966, or have suffered or permitted any mate- 
xial adverse change in its business, present or prospective, 

= its operations or assets or its condition, financial or 
czuherwise, other than chanses resulting from proceedings 

Oe pending before the Civil Aeronautics Board or from ac~- 
tions, preceecings, or material contracts disciosed in ac- 
corGance with Sections 1l and i2 hereof, or the results of the 
normal operations of its business, or 


(2) Any of the representations contained in 
Section ll and 12 hereof, made by the other corporation, 
prove to be untrue in any respect which would adversely and 
materially affect the Surviving Corporation. 


(d) At the clection of the Board of Directors of 
Alasx2, if, in the opinion of that Board, the merger is im- 
practicable or inadvisable by reason of the potential lia- 
bility of the Surviving Corporation arising out of objections 
by shareholders to the merger and demands by such sharehold- 
ers for payment for their shares by the Surviving Corporation 
pursuant to the applicable provisions of the laws of Alaska. 


(e) t the election of the Board of Directors of 
either of the Constitucnt Corporations in the event that on 
or prior to the effective date of the merger litigation has 
been instituted or threatened (1) to prevent the transactions 
contemplated herein which in the opinion of counsel for 
either party may be meritious or (2) which may in the opin- 
ton of counsel for either party, substantially and adversely 
azfect the business or assets of either party, other than liti- 
gation disclosed in accordance with Sections 11 and 12 hereof. 
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Section 17. Aqgeed Exceptions to Ordinary Course 
of Business 

Anything herein to the contrary notwithstanding the 
Constituent Corporations agree that Coastal may: 


(a) pay a declared dividend of 7 1/2 cents per 
share on common stock outstanding as of March 15, 1967,-and 
a dividend on outstanding preferred stock at the annual rate 
of 5 1/2 percent for the year ending September 1, 1967, pro- 
rated according to the date of retirement as herein provided; 


(b) continue to completion the conversion of the 
second Grumman Turbo Goose; 


(ce) Exchange its Convair 240 with another Con- 


vair; 


(da) borrow funds and provide security as may be 
necessary to retire its 479,815 shares of preferred stock on 
such terms as shall be agreed upon by Coastal and Alaska. 
This includes the specific authority to pay such funds to the 
preferred stockholders. 


Sectian 18 Opinion of Tax Counsel 

Within 30 days after execution of this Agreement 
the Constituent Corporations shall be furnished with opinion 
of mutually agreeable tax counsel that this merger constitutes 
a tax-free exchange as to the Constituent Corporations and 
their shareholders. 


Section 19. Amendment of Agreement 

Alaska and Coastal by mutual agreement, approved 
by their respective Boards of Directors, from time to time 
and whether before or after the shareholders of either or 
both have approved this Agreement, may amend this Agreement 
to facilitate the performance thereof or to comply with any 
applicable law of any jurisdiction or any applicable regu- 
lation of any public agency or authority or any applicable 
order of any court or public agency or authority, or for 
any other purpose; provided, however, that no such amendment 
shall substantially change the terms of the merger set 
forth in Sections 1 and 6 hereof. 


Section 20. Execution of Counterparts 

This Agreement may be executed in several counter- 
parts, each of which shall be deemed an original and all of 
which together shall constitute one and the same instrument. 


Section 21. Notices 
All notices required by this Agreement to be given 


to Alaska in writing shall be mailed to Alaska Airlines, Inc., 


(1457) 


Seattle-Tacoma International Airport, Seattle, Washington, 
addressed to the attention of its President or any Vice Presi- 
Gent. All notices required by this Agreement to be given to 
Coastal in writing shall be mailed to Alaska Coastal Airlines, 
Inc., 2 Marine Way, Juneau, Alaska, addressed to the attention 
of its President. All notices required by this Agreement to 
be given to the selling shareholders of Coastal shall be 
mailed to said stockholders at the addresses as shall be pro- 
vided by Coastal to Alaska. Copies of any such writings and 
all enclosures therewith shall be mailed to the following as 
attorneys for the Constituent Corporations: As to Alaska, 
Shanley & Fisher, 570 Broad Street, Newark, New Jersey, at- 
tention J. William Barba, Esquire; as to Coastal, Robertson, 

| Monagle, Eastaugh & Annis, P. O. Box 1211, Juneau, Alaska. 


The aforesaid notices shall be mailed to the above 
ad@@resses or to such other addresses as the parties shall 
specity in writing. 


IN WITNESS WHEREOF, the parties have caused this 
Agreement of Merger to be executed as of the date first above 
written. 


ATTEST: ALASKA COASTAL AIRLINES, INC. 


s/Alleine George By__s/ S._3. Simmons 


s/H. W. Bierds 


[SEAL] 


UNITED STATES OF AMERICA (1496) 


CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


ALASKA-ALASKA COASTAL MERGER 
DOCKET 16408 


REPORT OF PREHEARING CONFERENCE 


Served: 


WAY 1 & 1967 
Upon: 


Jerome K. Kuykendall, 1615 3 Street, N. W., Washington, D. C. 
20006, for Alaska Airlines, Inc. 

J. W. Rosenthai, 1700 Pennsylvania Avenue, N. W., Washington, 
D. C. 20006, for Alaska Coastal Airlines, Inc. 

Laurence D. Waskc. 700 Woodward Building, Washington, D. C. 
20005, for Northern Consolidated Airlines, Inc. 

Gerald P. O'Grady, 1625 Eye Street, N. W., Washington, D. C. 
20006, for Pacific Northern Airlines, Inc. 

Laurence D. Wasko, 700 Woodward Building, Washington, D. C. 
20005, for Wien Alaska Airlines, Inc. 

Perry G. Gathright, 55th Street and Cicero Avenue, Chicago, 
Illinois OSES for Air Line Pilots Association, International 

Robert E. Commerce, 243 W. Maple Avenue, Vienna, Virginia 22180, 
for Air Line Dispatchers Association 

William J. Hickey, 620 Tower Building, Washington, D. C. 20006, 
for International Association of Machinists and Aerospace Workers 


Jerry P. McKinnon, Room 4226, Post Office Department, Washingt 
D. C. ER for the Post Office Department 

W. Donald Boe, Jr., Civil Aeronautics Board, Washington, D. C. 
20428, for the Bureau of Operating Rights, Civil Aeronautics Board 


Exceptions, if any, to matters contained herein must be filed with the 
Docket Section, Civil Aeronautics Board, Washington, D. C., and served 
upon all parties within five days of the date of service shown above. 


(2497) 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


ALASKA-ALASKA COASTAL MERGER 
DOCKET 18408 


REPORT OF PREHEARING CONFERENCE HELD MAY 11, 1967 
Pursuant to notice of the Chief Examiner a prehearing conference 
in the above-indicated proceeding was held May 11, 1967, in Washington, 
D.C. The following appearances were entered: 


Jesone KX. Kuykendall and Harry Tyson Carter for Alaska Airlines, Inc. 

gd. #8. Rosenthal and O, F. Benecke for Alaska Coastal Airlines, Inc. 

Thecdore Ii. Seamon and Laurence D. Wasko for Northern Consolidated 
ASDlines; Ine. 

Geralc P. O*Gracy for Pacific Northern Airlines, Inc. 

Theocore I. Seamon and Laurence D. Wasko for Wien Alaska Airlines, Inc. 

Perzy G. Gathright, Charles HE. R and Allen E, Gramza for 
Air Line Pilots Association, International 

Robert 5. Commerce and J. A. Sickles for Air Line Dispatchers 
Association 

James L. Fighsaw, Jr., and William J. Hickey for International 
Association of Machinists and Aerospace Workers 

Jerzy _P. McKinnon and Thomas F. Meagher, Jr., for the Post Office 
Department 

#. Donaled Soe, Jr., for the Bureau of Operating Rights, Civil 
aeronautics Boarc 


SCOPE 
This proceeding involves the proposed merger of Alaska Airlines and 
Alaska Coastal Airlines under sections 408(a)(2) and 408(b) of the Act. 
Since Alaska Coastal provides service to Prince Rupert, Canada, the 


proposed transfer of Alaska Coastal’s certificate is subject to approval 


(1498) 


of the President under secticn 601 of the Act. The merger between Alaska 
and Alaska Coastal is not contingent in any manner on the outcome of the 
pending Alasxa-Cordova Merger, Docket 18293. 

ISSUES 

The primary issues involved herein are whether the merger will not 
be consistent with the public interest and whether «he conditions of 
section 408 of the Act will not be fulfilled, whether tne merger «ill 
create a monopcly and thereby restrain competition or jeopardize another 
air carrier not a party te the merger, and whether the merger may sub- 
stantially lessen competition or tend to create a monopoly. 

Bureau Counsel cistributed a proposed statement of issues and 
request for evidence which is attached hereto as Appendix A. The pro- 
posed issues set forth by Bureau Counsel, other than those menticned 
above, are subsidiary issues which may be considered in resolving the 
above set forth primary issues. 

POSITIONS OF THE PARTIES 

Northern Consolidated, Pacific Northern, and Wien Alaska take 
no position at this time; they will take a position after the submission 
of evidence in support of the merger. The Air Line Dispatchers Associ- 
ation, Air Line Pilots Association, and International Association of 
Machinists and Aerospace Workers do not oppose the merser if adequate 
protective labor provisions are appended to the approval. The Post 
Office Department takes no position at this time. Its future position 


will depend upon the impact of the merger on the postal service. 
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Bureau Counsel will make known his position after the close of hearing 
anc pricr to submission of briefs by the parties. 
REQUESTS FOR EVIDENCE 
Alaska and Alaska Coastal Airlines agree to submit the evidence 
Tequestec by Bureau Counsel in Appendix A, subject to the following 
qualifications: Item A.24, page 10, is deleted; in item A.25, page 10, 
surike "the most recent available date.” and insert in lieu thereof 
"Decexber 31, 1966."; with respect to item A.18, page 9, Alaska Coastal 
Will cetermine the extent of the material requested and whether it can 
be procucec within the time allotted in the schedule of procedural 
Steps. The carrier prebadly will submit the information and will 
advise in regard thereto by May 19, 1967. 
ct te the information requested in item B, page ll, the 
intervening carriers will comply with the understanding that they 
an. aGvance information on the schedules to be operated in 1968 
by the sx 
Counsel Pacilic Northern submitted a request for evidence, 
a sxbstantial of which was covered by Bureau Counsel's request. 
Counsel for AL Coastal agreed to submit the following information 


s from that requested by 


tailed showing as to utilization 
neduled and nonscheduled services;" 


mreau Counsel's request will be 


6 a foemat ine. 
-nlormation 
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Alaska and Alaska Coastal agreed tc submit the following informa- 


tion requested by the Air Line Dispatchers Association: 


"a. Will dispatch employees of either carrier be laid off, 
reduced in grade or position, or moved as a result of tre merger? 


"). Hew many dispatch bases will exist after the merger and 
what wiil be their location? 


"co. Since both groups of dispatch employees are uncer 
collective bargairing as: ments, it is necessary 

which collective barga cement wall prevai 

employees after tne merger. Wili the surv. 

promptly meet with the un merge the agreements? will 
health insurance, life insurance, pension plans, long term 
disab:lity of Alaska Airlines ana “Alaska Coastal Airlines be 
continued as presently set up, or will they be merged or 
disecntinued?” 

EXHIB 


Direct testimony shall be reduced to exhibit form and shali 
exclude argument. The parties will submit two copies of testimony 
and exhibits to other parties, three copies to Bureau Counsel, one 
copy to the Examiner, and two copies for the record at the hearing. 

PROCEDURAL DATES 
The follewing dates were assigned for procedural steps: 
Proposed schedules for 1968 May 29, 1967 
Direct exhibits ..... June 12, 1967 
Rebuttal exhibits .... July 3, 1967 


Direct testimony ..... July 10, 1967 
Hearings ai-ie i ielcneniei-ne July 18, 1967 


KL LSet, — 


Herbert K. Bryan 
Hearing Examiner 


UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
D.C. 


Docket 18408 


PROPOSED STATEMENT OF ISSUES, STIPULATIONS, 
REQUESTS FOR EVIDENCE AND PROCEDURAL DATES 
F THE BUREAU OF OPERATING RIGHTS 


STATEMENT OF ISSUES 
Merger Issues Under Section 408 of the Federal Aviation Act 
The proposed merger would appear to be subject to section 408(a) (1) 
of the Federal Aviation Act, which makes it unlawful for two or more 
carriers to merge their properties without prior Board approval, or 
section 406(a)(2), which requires Board approval for the purchase of a 
substantial part of the properties of one carrier by another. ‘The standard 


for determination of whether or not such approval should be granted, as set 


forth in section 408(b) of the Act, is whether or not the merger or purchase 


of properties is consistent with the public interest. 
Under established Board precedent, the term “public interest” as used 
in section 404(b) ic a direct reference to the Declaration of Policy set 
in section 102 of the Act. This embraces, among others, the following 
and factual issues: 
1. Will the proposed merger result in an integrated route and system 


structure with respect to both traffic flow and operational requirements? 
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2. Will the proposed merger result in improved service (a) between 


points on the routes of each carrier, (b) between points on routes of the 
so carriers (inter-carrier service), and (c) between points on routes of 
the carriers and other points? 

3. Will the proposed merger result in any impairment of services now - 
prendexed. by either of the carriers? 

4. Will the proposed merger result in creation of a monopoly and 
hereby restrain competition or jeopardize other air carriers not parties 

© the agreement? 

A 5. May the effect of the proposed merger be substantially to lessen 
-acompetition, or to tend to create a monopoly, in any line of commerce in any 
Psection of the country? 

AL 6. What adverse effects, if any, will the proposed merger have upon 
other carriers? 


» 


T- Would the commercial revenues of the merged operation be greater 


dad 

than the aggregate commercial revenues of the two carriers Operating separately? 
| 
~ 


8. Would the merged operation incur lower Operating expenses than the 


aggregate operating expenses of the two carriers operating separately? 
> 


» 
the a egate capital investment of the two carriers operati: separately? 
gerega Pp Ig 


9. Will the capital investment of the merged operation be less than 


a 10. What effect on return on investment will any capitalization of 
Payment for intangibles have? 
. 11. Would changes in commercial revenues, operating expenses, and capital 
sinvestment referred to in (7), (8) and (9) above result in any improvement in 

he break-even and subsidy need position of the merged operation over the aggre- 
wate break-even and subsidy need position of the two carriers operating separately? 


4 


4 


156 
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i2. What effects, if any, will the proposed merger have upon the 
exployees of each carrier? 

a. Will collective bargaining agreements between either carrier 
and any groups of its exployees be affected? 

&. Will any exployees of the air carriers be adversely affected 
by the proposed merger? If so, what terms or conditions, if any, should the 
Board impose in the interest of such exployees? 

i3. Is the mutual consideration upon which the merger is based fair 
anc reasonable? 


a. It ts fair to both majority and minority stockholders of each 


b. Does it result in discrimination in favor of or against either 


carrier, the creditors or stockholders thereof, or any other individual or 


¢c. Does it involve any payment for the intangible property of 
either carrier, particularly certificates of public convenience and necessity? 

a. If the consideration involves any payment for intangible 
property, is such payment reasonable or will it result in diluting the stock 
or assets of either company? 


1k. If the proposed merger is approved what terms or conditions, if any, 


should be attached to such approval? / 


1 The Bureau of Operating Rights submits that a subsidiary issue is whether the 
Board should impose complete subsidy ineligibility or reduced systemwide subsidy 
levels as a condition of approval of the merger, and furthermore, that con- 
ditions of these types may be imposed pursuant to Section 401(h) of the Act 

not only to the certificate of Alaska Coastal Airlines but also the certificate 
of Alaska Airlines (whether merged with Cordova Airlines or not). The Bureau 
bas no views at this time as to whether such conditions should be imposed but 

is only giving notice that they could be imposed if warranted by evidence 
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15. What effect will the proposed merger have on present or pendin 
subsidy ineligible routes or operations of either carrier? 
B. Transfer Issues Under Section 40l1(h) of the Federal Aviation Act 

Section 40l(h) of the Act provides that no certificate may be trans- 
ferred unless such transfer is approved ty the Board as being consistent 
with the public interest. The test of the public interest as set forth in 
section 401(h) is the same as that involved under section 408, and no factual 
issues are raised thereunder other than those set 


REQUESTS FOR EVIDENCE 


A. The merger parties (and when specified, Cordova) are requested to 


submit responses, either jointly or singly, as appropriate, to the following 
evidence requests. The evidence requests marked with an asterisk (*) should 
be responded to: (a) on the assumption that Cordova has been = rged with 
Alaska, and also, (b) on the assumption that Cordova has not been merged 
with Alaska. Thus, under assumption (a), references to Alaska pertain to 
the surviving carrier resulting from the Alaska-Cordova merger. 

1. A narrative statement detailing the negotiations which resulted in 
the merger cgreement, including the history of the negotiations from their 
inception to culmination, citing the terms and conditions of any offers 
and counteroffers. The narrative statement should also include information 
concerning negotiations with other air carriers concerning their participation 
in the merger and reasons why the proposed merger does not include those 


carriers. 
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2. A copy of any written agreement relating to, collateral to, 
| Subsidiary to, supplementing, or otherwise affecting the merger agreement 


between the merger parties or between either company and any person 


(including Cordova Airlines) or between any persons, including, inter alia 
uding inter alia, 


contracts for management exployment, pension, retirement, options, voting 
of stock and designations of directors and officers of surviving company. 
if there are no suck agreements, a statement to that effect should be made. 

3. A statement setting forth the substance of any oral agreement or 

| Understanding in the nature of that stated in paragraph 2, above, the date 

| OF dates of any such agreements or understandings, and the parties thereto. 
If there are no such agreements or understandings, a statement to that 
effect skowld be made. 

4k. A copy of the mimtes of all meetings of the respective boards of 

| directors, executive camittes, and of any other committees or of the stock- 
holders of Alaska, Alaska Coastal, and Cordova relating to the proposed 
merger, or relating to any subsidiary, supplemental-or effectuating agree- 

. Rents or understandings, as called for in paragraphs 2 and 3 above. 

5. des of any letters or other comminications of the merger parties 
to their respective stockholders concerning the proposed Alaska-Alaska Coastal 
merger. 

*6. A list of all persons of record holding 1 percent or more of the 
outstanding stock of the warrants, or of the debenturec convertible into 
stock issued by Alaska end Alaska Coastal. The list should show the names, 
addresses, and the amount and percentages of such securities held by each 


such person. The list shall also indicate the name and address of each 
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beneficial owner where such information is in the knowledge of the company; 
and in each instance where, to the knowledge of the company, the holder 

or owner of record is not the beneficial owner, such fact shall be indicated. 
The total amount of each class of stock (1) authorized and (2) outstanding 
should be shown for each company. 

*7. A list of all outstanding options to purchase stock of Alaska 
and Alaska Coastal identifying all officers, directors, exployees or counsel 
cf Alaska and Alaska Coastal holding any such rights, showing the amounts 
held by each, the date acquired, and all terms of the options. 

*8. Show the amount of unissued stock of Alaska and Alaska Coastal 
which is reserved for options to be nted to officers, directors, exployees, 
or counsel of either company. 

9. Set forth a full schedule of all mortgage notes, secured notes, 
unsecured notes, and rental obligations under lease agreements, owed by 
Alaska and Alaska Coastal, as well as any debt instruments as to which either 
carrier stands in the position of a guarantor or surety. Show the amounts 
outstanding on each kind and class of debt for which each carrier is primarily 
liable. Show also any restrictions contained in any dedt obligations which 
affect powers to acquire property or loans or to dispose of property. 
Indicate any obligations of either carrier as to which payment may be overdue, 


and state the amounts and length of time overdue. State whether any such 


overdue obligations are subject to an "acceleration clause” (i.e., decome 


immediately due and payable) in the event of late payment and indicate why 
the right to accelerate payment or to obtain payment on demand would or would 


not be exercised. 


20. Submit the portions of the certificates of incorporation and bylaws 
of Alaska and Alaska Coastal, including all amendments thereof, which relate 


to mergers, consolidations, amalgamations, and acquisitions of a substantial 


ii. Set forth in detail the basis upon which the ratio for exchange 
Of stock between Alaska and Alaska Coastal was determined. 
*l2. Show iz full detail the contemplated capital structure of the 
Surviving Corporation and, in this connection, show the various classes 
of securities, debt, and guarantee instruments contemplated and the powers, 
rigsts, and privileges of each class. 
"13. ‘Identity the persons who will manage the Surviving Corporation's 
Gperations, including but not limited to, the contemplated or proposed 
| C@2icers, Cirectors, and executive camittee. 
#14. Show in full detail what additions or reductions in capital require- 
ments and changes in equipment plans, if any, would be contemplated as a 
| COnsequence of the Alaska-Alaska Coastal merger. To the extent additional 


capital requirements would te contemplated, show the plan for financing. 


_ To the extent reductions would be contemplated, show plans for disposition 


| OF any properties and facilities currently owned or leased, and show 
what orders for additional properties or facilities, if any, have been 
canceled, giving the dates of such cancellations. 
Purnisk copies of any agreements or understandings between the 
Merger parties affecting in any way either carrier's acquisition or disposition 


| Of property, equipment, or facilities, including the financing thereor. 
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*16, Show in detail for the year ended June 30, 1966, any additions, 
subtractions, or changes in schedules which would have taken plase, assuming 
that the Alaska-Alaska Coastal merger had been approved. Also show proposed 
schedules of the merged carrier for calendar year 1968. 

*17. Alaska and Alaska Coastal should furnish a detailed consolidation 
pro forma profit and loss statement and balance sheet for the year ended 
June 30, 1966, based upon the assuzption that the Alaske-Alaska Coastal 
merger had been approved and consummated and that integration difficulties 
had been eliminated. The pro forma balance sheet should indicate how the 
merger will be reflected on the merged carrier's financial statement. 

The profit and loss statement should be supported by the following 
details, along with any other deemed relevant: (1) revenue plane miles 
flown, by equipment type; (2) available seat miles, by equipment type; (3) 
revenue passenger miles, by equipment type; (4) available ton-miles, by 
equipment type; (5) revenue ton-miles of mail, express, and freight; (6) 
revenue derived from traffic estmated in 3 and 5 above, specifying revenue 
applicable to each class of traffic; and (7) operating expenses by each 
equipment type. Break down between scheduled and nonscheduled services 
all elements of revenue, expense, traffic, and capacity, including elements 
(1) through (7). ‘The estimate should be supported by on-line origination 
and destination data for passengers, mail, express, and freight to the 
merce available, and with scheduled and nonscheduled traffic shown separately. 
Show separately the traffic by existing carrier system plus the additional 
traffic which will be produced as a result of schedule changes shown in 
item 16. Show separately the traffic generated as a result of the new 


services as distinguished from traffic diverted from other carriers. Submit 


/ AVAILABLE 
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- 
estimates of subsidy reduction flowing fram the merger explaining in detail . 
reasocs for reduction such as route integration and access to new traffic. 
Also submit the same data requested in the preceding two paragraphs “ 

of this evidence request (17) for calendar year 1968. 

#18. Alaska and Alaska Coastal should each furnish separate detailed 
profit and loss statements and balance sheets for the year ended June 30, 19 
assuming =0 merger of the two companies, supported by the details requested Mv 


through 7 of evidence request (17) and a breakdown of all 


nomscheduled services. Experienced on-line origination and destination 


data should be provided for passengers, mail, express, and freight to the 


Mew 


extent available, with scheduled and nonscheduled traffic shown separately. 


All assumptions made as to factors other than the Alaska-Alaska Coastal r 
merger which would influence operations should be the same as those made in 
composing the financial statements requested in evidence request (17) and 
should be stated in detail. Submit sufficient detail for reconciliation of 
evidence requests (16),(17), and (18). 

Show the mmber of personnel by categories, employed by Alaska and 


Alaska Coastal, who, in the event the proposed merger were approved, would be 


other than those in which they are now employed, and the plan under which 
such changes are to be made. 

#20. hre there any agreements or plans for the protection and/or compen-~ 
sation of employees who would be affected by the merger? If s0, give “ 
details and estimated costs therefor. If not, give the estimated costs for ‘ 


+ 
complying with the labor protective provisions recommended by the Board in 


the United-Capital Merger Case, 33 C.A.B. 307. 
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21. Furnish copies of agreements with all labor organizations with 
whom Alaska and Alaska Coastal bargain collectively, and expiration dates 
of such agreements. 

*22, Furnish a draft of the certificates or certificates under which 
unified operations are contemplated. 

23. Furnish a list of all new routes for which applications are pending 
by Alaska and Alaska Coastal indicating the present status of each such 
application (whether pending but inactive, under active consideration in 
Board proceedings, etc.). Indicate the plans of the carriers regarding the 
prosecution of each such application assuming consummation of the Alaska- 
Alaska Coastal merger. Furnish the same information for all route suspensions 
or deletions requested by Alaska or Alaska Coastal, together with a list 
showing any additional points on the combined system which the merged 
carrier will seek to have suspended or deleted if the merger is approved. 

*24. Submit a complete list of city pairs between which the merged 
carrier would have authority to provide new single plane service. 

*25. Alaska and Alaska Coastal should each show in full detail all 
flight equipment and ground facilities (by station) owned or leased as of 
the most recent available date. For aircraft, show the number, net book 
value, estimated present market value, lift capacity (by seat and weight), 
range and cruising speed of each type of aircraft. 

Each merger party should shew in full detail all flight equipment 
and ground facilities, as in item 25, presently contracted for purchases or 
lease at a future date, indicating dates of delivery or completion, the 


contract prices, and terms of purchase. 
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Appendix A 


*27. State fully what plans Alaska and Alaska Coastal had for 
acquiring new flight equipment and ground facilities prior to negotiations 
for the agreement. State also to what extent, if amy, such plans had been 


i=plemext: 


#28. Indicate how the future plans of the merged carrier differ from 


those referred to in paragraphs (26) and (27) above. 

29. What are each carrier's plans for the acquisition of additional 
‘flight equipment and ground facilities if the Board disapproves the proposec 
‘agreement? Will any additional financial arrangements will be required in 
chat event? If so, by what means will additional finances be secured? 

The intervering carriers are requested to submit, by market and for 
‘the year 1X46, an estimate of traffic and revenue which would be diverted 
as a result of the merger. 
STIPULATIONS 
The urea: is not proposing any stipulations. The matters stated in 
| geetion 302.2h(m) of the Board's Procedural Regulations will, of course, 
be officially noticed. 
STATEMENT OF POSITION 
Doreau has no statement of position at this time, but will file a 
close of the public hearing in the proceeding. 
PROCEDUPAL DATES 
The Pureau suggests shat Alaska and Alaska Coastal be afforded 
‘whatever time deemed necessary by them to prepare direct exhibits. Rebuttal 
exhibits should be circulated three weeks after direct exhibits and written 
testimony distributed one week after rebuttal exhibits. It is suggested 
| that the hearing commence one week after submission of direct testimony. 


non ound) Tee, 
Washington, D. C. uM 


muon Donald Boe Jr. 
May 8, 1967 Bureau ae 5 
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as Exhibit T-S.) 

BY NR. CHEEK: 

Q Did you prepare the exhibits, or were they pre- 
pared under your supervision and direction? 

A Yes. 

Q And, are they, do you have any corrections that 
would like to make on those? 

A Yes, I do. 

I would like to correct sy written testimony, 
exhibit T-S. I have two corrections on page 1. The first 
correction would be in the second paragraph. I think the 
easiest way to make the correction would be to strike the 
words following the word co-sponsoring -- strike the words 


"the following". This would then read, "I am co-sponsoring 


at this point, insert the following words, "sponsoring Exhibit 


J-30 and,--" the remainder of the paragraph would remain 
unchanged. 

In the third line from the bottom, the words 
“in transit" should be 

And, on page 3, third line from the top, the word 
"all" should be changed to “most" and read, "but most seats”. 


In addition, in exhibit J-16, I have some 
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ditional corrections. The first one would be on Page l, 
That flight number should be $36, rather than 436. 


MR. SEAMON: Excuse me, can we have that one 


THE WITNESS: Yes. 

Pane 1, under B, the flight number should be 
$36, rather than 836. 

On page 3 -- 

HEARING EXAMINER BRYAN: Same exhibit? 

THE WITNESS: Same exhibit, flight $36 should be 
seleted. 

And, the arrows to reflect continuity of flight on 
flight 880 have been omitted. 

I would like to draw these to your attention, so 
that the times at the top for Seattle to Takoma, are not 
overlooked. 

On page 5, same exhibit, flight 880, except 
Tuesday, Thursday, the arrival times Seattle 
should be 11:40 P-, rather than 11:35 p. 

Flight 537 may be deleted. 

Page 6, same exhibit -- 

MR. BOE: Excuse me, flight $47? 

THE WITNESS: $37. 

MY. BOE: 5372 


THE WETNESS: Yes. 


(2122) 


vir. 


CONDITIONS TO BE IMPOSED 
ARE ACCEPTABLE TO THE MERGER PARTIES 


The Bureau of Operating Rights has not issued a 
statement of position recommending the merger as of Scptember 
11, 1967, but also it has not expressed any opposition. It 
is assumed that the Board would impose sevoral conditions. 
Included would be those conditions relating to accounting and 
labor protective provisions and in form should be substantially 
similar to those normally proposed by the Board in conjunction 
with the approval of a merger application. See e.g. Eastern- 
Mackey Merger Case, Order E-24427 (November 22, 1966); Western- 
PNA Merger Case, Order [-25240 (June 2, 1967). The applicants 
are prepsred to accept these conditions and have incorporated 
them in Appendix A to this brief. No evidence has been 
submitted by any party to this proceeding in support 
of any different or additional accounting and labor protective 
conditions. 

It is also assumed that a condition would be pro- 
posed under which the subsidy to be received by the merged 
carrier in 1968 will be no greater than the total of subsidy 
payments due to Alaska and Coastal under existing closed mail 
rates. The applicars are prepared to accept this condition 
and have incorporated it in Appendix A. 

This condition is appropriate to insure one of the public 
benefits shown by the applicants in this proceeding - the 
reduction of operating expenses as a result of the integration 
of the two systems (although for the purposes of the po forma 
statements no reductions in subsidy have been proposed for 

the forecast year 1968). 

No intervening carrier nor the Bureau has suggested the 
imposition of any restriction on the operating authority to 


which the merged carrier would succeed. Under the terms of 
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Yarztat and abcut tvo to tvo-and-one-belf hours to Cordova. 1/ The proposed 
single-place daily round trip would de nore convenient and would require 


slightly less elapsed time than the connecting services presently avail- 


able~, (3-26, pages 8 and 9). The single-plane service would not be 


offered Quring the vinter, however, when Sitka service would be reduced 
to two round trips datly to and from Juneau. (J-16, page 1). At the sare 
tine the first single plane service recently proposed in the Alaska-Cordove 
Mexger Case (Docket 28293) between Jumean, Yakutat, and Cordova, on the 
ene band, and McGrath, Unalakleet, Nome, and Kotzebue, would be dropped, 2/ 
aithough single-plane service to the latter points would be provided from 
Sitka. ‘The Burean belteves that the public would reap additional but 
+ lintted benefits from the proposed schedules. 

merger of Coastal with Alaska/Cordova, according to the carriers, 

result in operating profit after subsidy of $2,126,594 and net income 

taxes of $2,091,989. (J-17, revised pages 13 and 1L). These figures, 
4f accepted, would represent an 2dded $496,293 in operating profit after 
scbsidy or an adde2 $581,379 after-tax net income which Coastal and Alasks/ 
Cordcve cperated es swo separate systems would no* achieve. 3/ The Bureau, 
T7 O2FiciAl Airiine Cutde, Quick Reference Edition, August 15, 1967. 
2/ Pages & chroagh 12 of Exhibit J-16 in the present proceeding which depicts 
Schedules cf Alaska, Cordova, and Coascal in 1968 assuming authority to serve 
Sitka show that Juneac, Yakuta and Cordova passengers in order to reach McGrath, 
Unalaklees, Mone and Kotzebue, vould have to connect at Anchorage or would have 
to backhe.1 end commect at Sitka. By comparison, pages 4, 5, and 6 of Exhibit 
J-16 Pevise2 in the Alaska-Coriova Merger Case (Docket 18293) show first single; 
plane service for Sunes, Yarutat, and Cordova passengers. 
3/ The epplicants forecast that Coastal and Alasks/Cordova would experience, 
as tvo separate systezs, Operating results which, when summed up for the 


carriers, would amount to $1,620,301 operating profit after subsidy and 
$520,610 income after taxes. (I-17, revised pages 13 and 14). 
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however, does not wholly agree with the projected operating profit and net 
income. These figures were derived by summing up the operating results of 
each separate System and adjustments arising from the merger. The Bureau 
has already pointed out that the net income forecast for the Alaska/Cordova 


system is based on an overstatement of 1968 revenues for Alaska/Cordova. 1/ 


That overstatement does not, however, affect the relative improvements in 
operating revenues or net income which would take place as a result of the 
Coastal merger. What does overstate the improvements by several burdred 
thousand dollsrs is the parties’ forecast that merger would produce a saving 
of $211,699 in G. & A. expenses and $18,918 in flight equipment maintenance 
expense. (J-17, revised page 12). Savings in these amounts would appear 
to be unrealistic for the reasons stated earlier. The Bureau notes that 
these alleged savings do not include merger savings at Juneau which vere 
calculated separately, and we believe accurately, by the merger parties. 
(3-17, page 18, footnotes 3 and 5). In summary, then, the Bureau would 
sdjust for the carrier's understated expenses by a downward revision of 
$230,617 in their estimated operating results for 1968. Despite this 
adjustment, the merger in 1968 would result in a substantial improvement 

in operating results, specifically an additional $265,676 in operating 
profizs as well as an additional $350,762 in net profits after taxes. 

These operating results indicate that the subsidy need of the carrier would be 
reduced by the merger. It plainly would not be in the public interest for 


I7” Srief of the Bureau or Operating Rights to Examiner Milton E. Shapiro, 
Aiaska-Cordova Merger Case (Docket 18293) at pages 8-12. 
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the actual subsidy paid to the carriers to increase above what they would be 


extitled to recetve presently. Accordingly, the merger parties’ subsidy 


should be limited & the manner show in Appendix A so that in no event 


would it exceed the macimm available to them under their present closed 
rates. In addition, an ancillary rate proceeding should be instituted to 
deterzine whether any adjustnents should be made in Alaska's subsidy below 
the caxt== level. 


rm. TEE MERGER WOULD NEITHER JEOPARDIZE ANY AIR CARRIER NOR CREATE 
A MONOPOLY RESTRAINING COMPETITION. 


Coss<22 and Alasks/Cordeova would serve no common markets, and hence no 
cozpetictive segments vould be eliminated. To the extent that each system 
acts as & Supplier of traffic to the other competitive consequences would 

Assoming that Alaska woule have authority to serve Sitka, 

ts ctvicus that, as Western alleges in Exhibit WA-1, Alaska would schedule 
Coastal’s services so a5 to favor intraline connections on its system rather 
shan connections with western. Specifically, this means that for passengers 
meving betveex Coaszal'’s points and Seattle, the surviving carrier would 
have incercive to provide better connections at Sitka then at Annette 
which bas been the historic gatewsy +o Seattle in the past and which is 
servet by wesverm. (5-5, pages 58-59; Tr- 2h). Western (formerly PNA) 
hes provided no estizate of traffic which the merged carrier would divert 
froe ite-vhick would probably indicate that the diversion would be small. 
In any event, PRA has been & strong and profitable company in the recent 
pass and is even stronger now that it is merged with Western. Western 
apparently contends, hovever, that the merged carrier's operations fron 


€iten would involve a downgrading of service for the traveling public. 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D.C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C, 
on the 


A full public hearing having teex held in the above-entitled proceeding 
ani the Board, upor consideration of the record, having issved its opinion 
containing its findings, conclusions, and decisions: 


IT IS ORDERED: 


1, That, subject to the conditions specified below, the joint applica- 
tion of Alaska Airlines, Inc. (Alaska) and Alaska Coastal Airlines, Inc., 
(Coastal), in Docket 18108, for aprroval of the agreement of April 1, 1967, 
previding for merger of these two companies, ani for approval of the transfer 
te Alaskn of the certificates cf public convenience ani necessity held by 
Coastal for Routes 122 ani 125 be and it hereby is granted: 


2. That the sprroval erurted hersin is subject to the following 
conditions: 


(a) That each certificate of public convenience and necessity 
to te held ty Alaska shall contain s provision limiting total 
maximum subsidy Tor that carrier under all of the carrier's 
certificates ari grants of authority from the Civil Aero- 
nautits Board to sums not exceeding the combined sums payable 
under Order E-20700, May 5, 1964, ana Order E-25130, 
May 11, 1967; 1/ 


That an ancillary rate preceeding be instituted to determine 
whether, suxject to the limitations of paragraph 2(a) above, 
any adjustments should be made in the subsidy payable to 
Alaska; 


7 Tr: the evert. of 4 m-rger of Alaska and Cordova, the condition should also 
refer to Order E-23290, Fetruary 25, 1965, which order fixe? Cordova's 
rit] subsidy rate. 
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That in accountizg for the merger transaction as a 
Pooling cf interests, assets and liabilities shall 
te transferred to Alaska at the values show on the 
docks of Coastal as of the effective date of the 
merger as defined in the me=ger agressernt, and that 
@ plan of accounting for the merger, including a 
Ddalaxce sheet of Coastal ari Propose] gereral journal 
extries to record the transaction on Alaska’s docks, 
shall be smitte2 to the Poar2's Bureau of Accouts 
ani Svatiscics for prior approval; 


That for rate-making or other regulatory purposes the 
Srproval grsnte? herein shall rot in any manner be 
reliei upon as u basis for averenting she investment 
value of the property or other assets to be acquired by 
Alaska, nor shall such approval b+ decmed a @etermina- 
tion for rave-mating or other regulatory purposes of the 
reascrableness of any costs cr charges clained ty Alaska 
or Coastal under the merger agre=mer:t; ani 


Thay Alashks ghall te subject to the later Protective 

Provisions imrose? ty the Boar’ in the Unite3-Cupival 

Merger Cas-, 33 CAB 3C7 (1361); provided, however, ~hat 

whe Boars reserves jurisciction to maxe such aneraments, 
ificarions, an2 aisitions to the later Frovisior.s as 
circamstances may reqiire; 


eptance cf the coniitions imposed ty paragra: 
s”. uppropriate showing that sll necessary 
vonsmarion of the xforementionel Agreenens of 

order will transfer to Aiaska the cartificates 
ne7essivy hels ty Coastal which suthorize it to 
waSicr over Routes 122 and 125, and the same order 

Stor certifiras-s as well as the certificates prezently 
crm “2 paragraph (2)(a) stove; and 


efzective ugorn the Sate of its approval 
Ey the Civil ferorascics Beard: 


HAROLD R. SANDERSON 


Secretary 


‘sear) 


THE WATE HOVEE 
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Applicabie Secticr: cf the Act. a proceeding is governed by 
/ & 


Z g 
Sections 40] (nh), 408 (b), and 801 of the Act 


Northern Consclicated ard Wien are the crly parties maintaining 
that the merger would create a merepely and thereby restrain competi 
tion and jecpardize other air carriers. In Suppert of their pcesition 
they poirt cut tnat witnesses fer tre applicant sdmitted thst if the 
merger is approved, Alaska will endeavir te cozrdinate schecvies 
operated over the Coastal system sith these over Alsska"s systen; suck 
action would funnel ts Alaska's servicés existing Ccastal traffic now 
connecting with other carriers; and as a consequence, the acqcisiticn 
of Coastal by Alaska would create a moncpoly of present Czastal traffic. 
would restrict competition, and jespardive the cperaticrs of cther air 
Carriers deperdest upor conrecticrs with Ceastai's existing 


Participate is i herage, Fairoanks. Nome, and Ketzebze. 


O/Sectic 

suck transfer is appre. 

public interest." 

Z/Section 408 (b) provides that "unless ... the Board finds that the 
merger ... will not be > with the pubiic interes: er that the 
Conditions sf this secticr wil t be fulfilied, it shall by order 
Approve such ... merger ... upor such terms ana conditions as it st.ali 
find to be just ard reascsable ara with such mdificati as it may 
Prescribe: Provided, Tnat the Board shall nct approve any ... merger ... 
which would result in creating a moropoly or menopelies and thereby 
restrain competiticn or jeopardize acether air sarcier not a party to 
the ... merger ..." 

8/Sectior. S02 provices that "Tne ... transfer of, and the terms, 
ditions, and limitations cortained in, any certificate autheri 

air carrier to engage in cverceas cr foreigy. 

Shall be subject to the approval of tre Presi ie-. 

Plications in respect ; idcates shall = 
President by the Boas aring theresn ~ ec »S th 
by the Board shall be t ; ficer. ubircaticr 
thereof." 
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ALASKA 


fer nmeinas 


SEATTLE-TACOMA INTERNATIONAL AIRPORT @ SEATTLE, WASHINGTON S81S—N Jj 
January 4, 1968 avin... 


Civil Aeronautics Board 
Washington, D. C. 20428 


Re: Alaska - Alaska Coastal Merger Case 
Docket 18408 


Gentlemen: 


The applicants, Alaska Airlines, Inc. and Alaska Coastal 
Airlines, Inc. have noted that Western Airlines, Inc. has 
filed exceptions to the Recommended Decision of Examiner 
Herbert K. Bryan in the above entitled proceeding. These 

| exceptions object to certain findings and ultimate conclusions 

| which recommend the approval of the merger. However, each of 

| these exceptions deal with specific arguments which Western 
previously made in its Brief to the Examiner. A review of the 

| Recommended Decision shows that they have been more than 
adequately considered and rejected. Under these circumstances 

| amd pursuant to Rule 31(c) (2) of the Board's Rules of Practice, 
the applicants adopt by reference the brief submitted by them 
to the Examiner. 


Western also requested oral argument before the Board, 
and subsequent to the filing of the exceptions we note that 
the Chief Examiner has docketed a date for such argument. 
However, Alaska Airlines and Alaska Coastal submit that there 
is no valid reason for the Board to hold oral argument with 
respect to the matter since the files herein, the briefs to 
the Examiner, and the Recommended Decision adequately reflect 
the view of the parties. There is no new matter or policy 
consideration which has not been previously considered and dis- 
posed of in the briefs. Expedition of merger proposals has 
long been recognized by the Board and there is no reason why 
the matter need be further prolonged. ‘This is particularly 

| relevant when it is noted that one of the primary objections 
raised by the intervenors - namely, that there was no point 
of traffic integration or common point served - has been 
rendered moot by virtue of the Board's approval of the Alaska- 
| Cordova merger in Docket 18293, Order No. B-26083. 
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The applicants therefore urge that the Recommended Decision 
be made final in the most expeditious manner possible and that 
the Board exercise its discretion and proceed to decision of the 
case without oral argument. 


A copy of this letter is being served on all parties listed 
in the Recommended Decision. 


Very truly yours, 


ALASKA AIRLINES, INC. 


By f- 
William Vv. Cheek 
General Counsel 


ALASKA COASTAL AIRLINES, INC. 
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Merger of Alaska Airlines, Inc., and Alaska Coastal Airlines, 
Inc., and transfer to the surviving carrier of the cer- 
tificates of public convenience and necessity for routes 
122 and 125 held by Alaska Coastal Airlines, Inc., approved 
subject to maximm subsidy, accounting, ratemaking and 
labor protective conditions. 


APPEARANCES: 


In addition to those in the recommended decision, the 
following: 


Herman. Scheurer, Jr., for Alaska Airlines, Inc., and 
Alaska Coastal Airlines, Inc. 
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OPINION 


BY THE BOARD: 


1/ 
Alaska Airlines, Inc. (Alaska), and Alaska Coastal Airlines, Inc. 


(Coastal), have jointly applied for approval of a merger of the two 
companies with Alaska the surviving corporation, and for transfer of 
Coastal's certificates to Alaska. 

Following a public hearing, Examiner Herbert K. Bryan issued a 
decision recommending that the Board approve the merger, subject to 
accounting, ratemaking, labor protective and subsidy conditions, and the 
transfer of Coastal's certificates for routes 122 and 25. Exceptions 
to the recommended decision and a brief were filed by Western Air Lines. 
The ec ea the Bureau of Operating Rights adopted their briefs to 


the examiner. Oral argument has been heard and the case now stands sub- 


mitted for decision. 


After consideration of the entire record, we have decided to follow 
the examiner's recommendations. Except as modified herein, we, therefore, 
adopt as our own the findings and conclusions of the examiner in his recom- 


mended decision, a cepy of which is attached as an appendix. 


1/7 The examiner conditioned his approval upon approval of the then 


pending merger of Alaska and Cordova Airlines. That merger has now been 
approved (Orders E-26083 and E-262)1). 

2/ Segment L of route 125 authorizes foreign air transportation 
between Ketchikan, Alaska, and Prince Rupert, B.C., Canada, and transfer 
of that segment is subject to the President's approval. 

/ Northern Consolidated Airlines and Wien Alaska Airlines, which 
opposed the merger before the examiner, filed no exceptions to the recom- 
mended decision. 
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On brief, Western repeats arguments, made to the examiner, that the 
| Rez=ger is inconsistent with the public interest. The examiner having dealt 
| MGequately with all other factors, we will discuss here only tvo of the con- 
- tentions made by Western. 

The first argument is that Alaska is attempting by merger to acquire 
sew route authority, previously denied it in a route Proceeding. Western 
argues that the Southeastern Alaska-Seattle route pattern was considered by 
‘the Board ts the Facitic Northyest-Alaske Air Service Investigation, 

Orter E-21955, March 26, 1965; that it was determined in that case that 
Sompetitive service was not needed in the markets; and that, in effect, 
Alaska "is attempting tc combine its acquisition of Coastal with its exemp- 
tion authority to serve Sitka so as to revise the decision of the Board in 


the Pacific Nox i case and to reestablish competitive service be- 


Sweez Seattle and Southeastern points." Before this "new authority” may be 


granted, Western insists that the procedures of section 401 of the Act 
should be followed. 

We cannot agree with Western. We find nothing in the Pacific Northyest- 
Alassa Aix Service case tha: would require or warrant disapproval of this 
merger. In that case the Bcard was dealing with the situation existing at 
that time in which both Pacific Northern and Alaska were heavily subsidized. 

/ The exaziner adequately disposed of Western's argument that approval 
wouls be contrary to the policy of the Intra- » 28 C.A.B. 57 (1958), 
Additionally, we note that the Board previously cousidered and rejected 


Western's identical argument in the Alaska—Cordove Merger Cane, Order E-26083, 
December 6, 1967. 
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vince then the picture has materially changed. Pacific Northern has not 
only achieved self-sufficiency but has become a part of the extensive Western 
Air Lines system. Alaska's subsidy has been reduced and it is expected to need 
no subsidy for the routes it held at the time of that case within the next few 
years. Alaska currently holds Sitka-Seattle authority only under an exemption, 
and there is pending before the Board a proceeding in which it seeks a certif- 
icate amendment authorizing Sitka service on a long-term basis. That proceeding 
is the place in which to raise the Sitka issue, not in the instant one. Y 
Western's second argument is that it would be contrary to the Board's 
policy regarding control of helicopter operators to allow Alaska, a "trunk" 


carrier, to acquire Coastal, a feeder carrier with functions akin to a heli- 


copter operator. Citing past Board cases relating to financial assistance 
6/ 


and control of helicopter operators by trunk carriers, Western calls upon 
"the Board's well established policy against control of helicopter airlines 
by the major trunklines." Finding a "close analogy between the nature and 
character of Coastal's operations and those of the helicopter carriers" and 
"the possible loss of access to a very substantial volume of connecting traf- 
fic" by Alaska's competitors, Western argues that the policy of the helicopter 
Alaska will be required to stop all flights at the junction point 


of its routes and those of Coastal and accordingly will not receive Seattle- 
Juneau nonstop authority. 


6/ San Francisco & Oakland Helicopter Airlines, Inc., Order E-22817, 
October 25, 1965; Los Angeles Airwa, = Order B-23008, February 17, 1966; 
T E-cL) ; is 


New York Airways, Inc., 67, September 9, 1966; San Francisco & 
SakTand Helicopter Airlines, Inc., Order E-24800, March 1, 1967. 
+ 


> 
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acplied here and the merger disapprovec. Without going inte 
western'’s characterization of the Board's heliccpter control 
net agree with its argument that control of Coastal's routes 
is contrary tc the public interest because a large portion of 
Teastal’s traffic is connecting traffic. 
irst. Ceastal'’s cperations are not similar to those of the helicopter 
‘operaters. Whereas the helicopters carry almost exclusively feeder traffic, 
“he exasiner found that only 50-55 percent of Coastal's traffic is connecting. 
This of course. means that it carries a substantial amount of local traffic 
ancrg its almost 40 points. Second, Western has not made an adequate showing 
chat the feeder control policy advocated by it should be applied in this 
\case. in determining whether such a policy would require disapproval of the 
merger, a =ajor consideration is service to the public. As the examiner found, 
|new single carrier service will offer clear advantages to the public in improved v 
‘service. Western argues that this improved service is the very aspect that 


|Tequires disapproval; that the improved connections with Alaska's routes occur 


‘only at the expense of connections with other carriers serving Southeastern 


Alasza. Connections, however, will still be available at Annette and Juneau 


that any conditions be attached to an approval of 


examiner apparently misapplied the 50-55 percent figure 
al's traffic statistics, his conclusion that the extent of 
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ntal'c certificate requires service at those points, and Alaska 
will fe subject to the service obligations inpesed by the Act. Western 
alleges that the rescheduling will result in substantial diversion causing 
th loss to other connecting carriers and inconvenience to the public. But 
it offers no estimates of diversion, and we can find no basis in the 
recerd for finding that there would be substantial diversion from any other 
carrier, 
in view of the foregoing and all the facts of record, we find that, 
subjec* te the specified conditions. the Proposed merger of Alaska and 
Coastal. and tne transfer of «he certificates neld ty Coastal, are consis- 
tent with the public interest and that the merger will nct result in creating 
a monopoly or monopolies and thereby restrain competition or jeopardize 


another air carrier not a party to the merger. We further find tnat it is 


Just and reasonable and in the public interest to attach to our approval of 
) 


the merger the following conditions: 


9/ indeed. despite West *s assertion that Coastal has already changed 
its scnedules*o prevent convenient connections with Western and Wien Alaska, 
4s Alaska’s and Coastal's counsel pointed out at oral argument, the January 
edicion of the Official Airline Guide snows that at least some of the current 
schedules hive marked adventage for connection with these carriers over 
those provided with Alaske. 

1Q/ We cannot accept Western's excuse for failure to offer such figures 
"because the extent. of the diversion is entirely within the control of the 
merger parties." Estimates could have been based on the already completed 
schedule changes which Western claims were designed to accomplish the diver- 
sion of which it complains, on the tentative schedules which the merger 
parties included in their exhibits, or on any other premised schedules which 
Western could put forth. 

4l/ We will omit as unnecessary a condition imposed by the examiner that 
an “s-eLllary rate proceeding be instituted.” If Alaska is *o receive 
Coas*1l’s subsidy after the merger, it must in any event petition for a new 
rate proceeding itself. (Alaska's rates are currently open unter a petition it 
filed on January 26, 1948.) 
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Since further steps mist be taken by the parties before the 
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es by Alaska, nor shall such ap- 
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can be consummatec, Coastal's certificates will not actually be transferred 


‘ the mergec corporatiorz £1 


appropriate showing has been made to the 
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Board that all necessary steps have been completed and that the parties 


accept the conditions we have attached to our approval of the merger. 


Appropriate orders will be entered. 
MURPHY, Vice Chairman, MINETTI, GILLILLAND and ADAMS, Members of 
the Board, concurred in the above opinion. MURPHY, Chairman, did not 


take part in the decision. 
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UNITED STATES OF AMERICA Order No. E-26518 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C., 
on the 7th cay of February, 1968 


A full public hearing having been held in the above-entitled 
proceeding and the Board, upon consideration of the record, having issued 
its opinion containing its findings, conclusions, and decision which is 
attached hereto and made a part hereof; 


IT IS ORDERED THAT: 


1. (a) Subject to the conditions specified below, the merger of 
Alaska Airlines, Inc. (Alaska), and Alaska Coastal Airlines, Inc. (Coastal), 
be and it hereby is approved (except insofar as it relates to the trans- 
fer of segment 1 of route 125); and 


(b) The transfer to the surviving company of the certificates 
of public convenience and necessity held by Coastal for routes 122 and 
"125 (except segment 4 of route 125) be and it hereby is approved. 


2. The approval granted in paragraph 1(a) is subject to the 
following conditions: 


(a) Each certificate of public convenience and necessity to 
ve held by Alaska shall contain a provision limiting 
total maximum subsidy for that carrier under all of the 
carrier's certificates and grants of authority from the 
Civil Aeronautics Board to sums not exceeding the combined 
sums payable under Order E-20835, May 19, 196h, Order 5-23290, 
February 25, 1966, and Order B-25130, May 11, 1967; 


In accounting for the merger transaction as a pooling of 
interests, assets and liabilities shall be transferred 
to Alaska at the values show on the books of Coastal 

as of the effective date of the merger as defined in the 
merger agreement, and 4 plan of accounting for the 
merger, including a balance sheet of Coastal prior to 

the merger and proposed general journal entries to record 
the transaction on Alaska's books, shall be submitted to 
the Board's Bureau of Accounts and Statistics for prior 
approval; 


186 
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ratemaking o> other ‘o urposes the approval 
¢ herein shall: : be reliec upon as 
fer augmenting the $ nt value of the property 
r assets to be acquired by Alaska, nor shall such 
2 be deemed a determination for ratemaking or other 
ry purposes of the reasonableness of any costs or 
3 Sy Alaska or Coastal under the merger 


i 


to the labor protective provisions 
the United-—Capital Merger Case, 33 
: hat the Board reserves 
such amendments, modifications and 
the labor protective provisions as the 
circumstances may require. 


sch time as Alaska submits to the Board a statement 
ting its full acceptance cf the conditions imposed by paragraph 2 
nc makes an appropriate showing that all necessary steps have 

ed for mation of the aforesaid merger, the certif- 
; e and necessity held by Coastal for routes 122 

anc 125 (except 4), amended in accordance with the provisions of 
paragraph 2(a) at ill be transferred to Alaska by appropriate Board 

23 ané all icates of public convenience and necessity held by 
amended so as to incorporate therein the condition imposed 

by paragraph (Z)a above and issuec to Alaska by appropriate Board order. 


order shall become effective upon the effective date of 
approval ty the President of Order £-26549, dated February 7, 1968. 


Sy the Civil Aeronautics Board: 


HAROLD R. SANDERSON 


Secretary 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C., 
on the 7th day of February, 1968 


Docket 18408 


A full public hearing having been held in the above-entitled 
proceeding and the Board, upon consideration of the record, having 
issued its opinion containing its findings, conclusions, and 
decision; 


IT IS ORDERED THAT: 


1. (a) Subject to the conditions imposed by Order E-26548 
dated February 7, 1968, the merger of Alaska Airlines, Inc. (Alaska), 
and Alaska Coastal Airlines, Inc. (Coastal), be and it hereby is ap- 
proved insofar as it relates to the transfer to the surviving company 
of segment 4 of route 125; and 


(bo) The transfer to the surviving company of the certificate 
of public convenience and necessity held by Coastal for segment 4 of 
route 125 be and it hereby is approved. 


2. At such time as Alaska complies with paragraph 3 of Order 
E-265L83 , dated February 7, 1968, that portion of the certificate of 
public convenience and necessity held by Coastal authorizing it to 
engage in air transportation over segment 4 of route 125 will be trans- 
ferred to the surviving carrier by appropriate Board order. 
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S order shall become effective upon the date of approval 
mt Of the United States. 
y the Civil aercnautics Board: 


HAROLD R. SANDERSON 


Secretary 


LENDON 8 


GoiderQjugget SEATTLE-TACOMA INTERNATIONAL AIRPORT 
Jer service SEATTLE, WASHINGTON, 


March +32,1'1968 


Docket Section 
Civil Aeronautics Board 
Washington, D. C. 


Re: Alaska Airlines, Inc. - Alaska 
Coastal Airlines, Inc. Merger 
Docket 186408 0 


Gentlemen: 


In Orders E-26548 and E-26549 Alaska Airlines, Inc. 
(Alaska) was requested to file a statement indicating its 
acceptance of certain conditions and stating certain facts. 


This letter constitutes a statement by Alaska in 
compliance with that request. Alaska hereby agrees to the 
following conditions of approval of the merger: 


A. Each certificate of public convenience and 
necessity to be held by Alaska shall contain a provision 
limiting total maximum subsidy for that carrier under all of 
the carrier's certificates and grants of authority from the 
Civil Aeronautics Board to sums not exceeding the combined 
sums payable under Order E-20835, May 19, 1964, and Order 
E-26436, March 1, 1968; 


B. In accounting for the merger transaction as a 
pooling of interests, assets and liabilities shall be trans- 
ferred to Alaska at the values shown on the books of Coastal 
as of the effective date of the merger as defined in the 
merger agreement, and a plan of accounting for the merger, 
ineluding a balance sheet of Coastal prior to the merger and 
proposed general journal entries to record the transaction 
on Alaska's books, shall be submitted to the Board's Bureau 
of Accounts and Statistics for prior approval; 
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ALASKA AIRLINES, INC. 


Cc. For ratemaking or other regulatory purposes the 
approval granted herein shall not in any manner be relied 
upon as a basis for augmenting the investment value of the 
property or other assets to be acquired by Alaska, nor shall 
such approval be deemed a determination for ratemaking or 
other regulatory purposes of the reasonableness of any costs 
or charges claimed by Alaska or Coastal under the merger agree- 
ment; and 


D. Alaska shall be subject to the labor protective 
provisions imposed by the Board in the United-Capital Merger 
Case, 33 CAB 307 (1961); Provided, That the Board reserves 
jurisdiction to make such amendments, modifications and addi- 
tions to the labor protective provisions as the circumstances 
may require. 


Purther, Alaska has now recorded Articles of Merger 
with the appropriate authority of the State of Alaska which 
Articles have been accepted and under the laws of the State of 
Alaska the corporations will be merged into Alaska Airlines as 
the surviving corporation effective April 1, 1968. Further- 
more, all other internal procedural steps have been taken for 
the consummation of the aforementioned Agreement of Merger. 
The above premises considered it is hereby requested that the 
certificates of public convenience and necessity held by 
Coastal authorizing it to engage in air transportation over 
routes 122 and 125 be transferred to Alaska to be effective 
April 1, 1968. 


Very truly yours, 


ALASKA AIRLINES, I. 


eh D0 
~ LEG CZ 
Charles FP. Willis, Jr. 
President & General Manager 


cc: Ginsburg & Peldman 
Attorneys for 
Alaska Coastal Airlines, Inc. 
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UNITED STATES OF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C. 
on the 28th day of March, 1968 


Docket 18408 


By Orders E-26548 and E-26549, dated February 7, 1968, the latter of 
which was approved by the President on March 20, 1968, the Board approved 
the transfer to Alaska Airlines, Inc. (Alaska), of the certificates of 
public convenience and necessity held by Alaska Coastal Airlines, Inc. 
(Coastal), for routes 122 and 125. Paragraph 3 of Order E-26548 provided 
that at such times as Alaska submits to the Beard a statement indicating 
its full acceptance of the conditions imposed by paragraph 2 of the order 
and an appropriate showing that all necessary steps have been completed 
for the consummation of the merger, the domestic authority in the certifi- 
cates held by Coastal would be transferred to Alaska and all certificates 
presently held by Alaska would be amended to conform to paragraph 2(a) of 
such order. ]/ By Order E-26549, the same conditions were made applicable 
to Coastal's authority to engage in foreign air transportation. 


The parties have advised the Board that they fully accept the 
conditions imposed by paragraph 2 of Order E-26548 and have shown that 
all necessary steps have been completed for consummation of the merger. 2/ 


1/ Paragraph 2(a) provides that each certificate of public 
convenience and necessity to be held by Alaska shall contain a provision 
limiting the total maximum subsidy for that carrier under all of the car- 
rier's certificates and grants of authority from the Civil Aeronautics 
Board to sums not exceeding the combined sums payable under Orders E-20835, 
May 19, 1964, E-23290, February 25, 1966, and E-25130, May 11, 1967. This 
order will accordingly make the appropriate amendments in the consolidated 
certificates being issued and in Alaska's present certificate for route 138. 

Pursuant t> paragraph 2(b), a plan of accounting for the merger 
has veen submitted to and approved by the Bureau of accounts and Statistics. 
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For administrative convenience we are consolidating all cf Alaska's 
and Coastal's intra-Alaska authority into one certificate and the two 
foreigz routes of the merged carrier into another single certificate. 
This isvolves no change in authority from that contained in the severa) 
previously issuec certificates. 


ACCORDINGLY, IT IS ORDERED THAT: 


2. The certificates of public convenience and necessity for 
voutes 122 and 125 held by Alaska Coastal Airlines, Inc., be and they 
hereby are amended and reissued in the consolidated form attached hereto 
to Alaska Airlines, Inc.; 


2. The amended certificates of public convenience and necessity 
for routes 124, 12.-F, 128, and 138 in the consolidated forms attached 
hereto be and they hereby are issued to Alaska Airlines, Inc.; 


3. Said certificates shall be signed on behalf of the Board by its 
Secretary, shall have affixed thereto the seal of the Board, and shall 
be effective cz April 1, 1968; 


4. The certificates of public convenience and necessity for 
Toutes 122 anc 125 heretofore issued to Alaska Coastal airlines, Inc., 
and for routes 124, 124-F, 128, and 138 heretofore issued to Alaska 
se inc., be and they hereby are canceled; effective Agril 1, 


By the Civil Aeronautics Board: 
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UNITED STAIES CF AMERICA 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


CERTIFICaTE OF PUBLIC CONVENIENCE AND NECESSITY 
(as avended) 


for Route 124 


ALASKA AIRLINES, I 


is hereby authorized, subject to the provisions hereinafter set forth, the 
provisions of Title IV of the Federal Aviation Act of 1958, and the orders, 
rules, and regulations, issued thereunder applicable to air transportation 
in Alaska, to engage in air transportation with respect to persons, property, 
and (except as otherwise specified) mail within Alaska: 


1. Between the terminal point Seward, the intermediate 
points Anchorage, Valdez, Cordova, and (a) beyond 
Cordova, the intermediate points Kenny Cove, Boswell 
Bay, Katalla, Cape Yakataga, Icy Bay, Yakutat, and the 
terminal point Juneau, and (b) beyond Cordova, the 
terminal point Middleton Island, and (¢) beyond 
Cordova, the intermediate points Chitina, Gulkana, 
McCarthy, May Creek, Glacier Creek, Chisana, and 
Northway, and (d) ceyond Cordova, the intermediate 
points Tatitlex, Ellamar, Feak Island, North Dutch 
Island, Perry island, Granite Mine, Nellie Juan, 


Chenega, Oceanic (Thumb Bay), San Juan, Port ashton, 
Chatham Straits, Latouche, and the terminal point 
Cordova; 


Between the terminal point Anchorage, the intermediate 
points Talkeetna, Summit, and Nenana, and the terminal 
point Fairbanks, except with respect to mail at the 
intermediate points; 


Between the terminal point anchorage, the intermediate 
points McGrath, Unalakleet, and Nome, and the ter 1 
point Kotzebue; 
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Between the coter-inal points Ketchikan and annette 
islanc Airfield, the intermediate points Petersburg, 
azgell, and Juneau and (a) beyond Juneau, the 
termediate points Hawk inlet, Tenakee, Angoon, 
Chatham, Todd, and Warn Springs, and the terminal 
: Sitka, an¢ (b) beyond Juneau, the inter- 


Elfin Cove, Pelican 
hichagof, Hirst, and Cobol, and the terminal 
point Sitka; 


the 3 uneau, the intermediate point 
nt Skagway; 


the terminal point Petersburg, the intermediate 

s ake, Tyee, Saginaw Bay, Washington Bay, Pillar 

¥> Fort Walter, Port Armstrong, Port Conclusion, and 
the terminal soint Port Alexander; 


terminal point Port Alexander, the intermediate 
nt Baxer, and the terminal point Petersturg; 


erminal point Ketchikan, the intermediate 
points Hycalurg, Craig, Klawak, and Edna Bay, and the 


tersinal point Sitka; 


Over an irregular route Detween all points in the First 
Judicial Division of the Territory of alaska, ]/ except 
with respect to mail. 


The service herein authorized is suoject to the following terms, 
tions, and limitations: 


(1) The helder shall render service as authorized herein, except as 
of service may be authorized by the Board; and 


may begin or terminate, or begin and terminate, 
f terminal points. 


“Ay, with respect to each segment over which it is 
ecules which it files under 
(o the Federal Aviation act of 1958, any point not 
Rared in any route of any other carrier: Provided, That any such 


al Division of the Territory of Alaska refers to the 
uly 1l, 1953, the date of approval by the President 0} 
pursuant to Urder £-12720, 
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point shall be included in such schedules Sa as ar intermediate 
point and shall be not ~ore than 25 miles off the airline course 
over the holder's route on which it is named: and Provided 
further, That the Soard may require the holder, withcut advance 
notice and without hearing, to defer inauguration cf service to 
any such point, or to suspend indefinitely, or for some other 
pericd, further operation of any such service which ay have been 
inaugurated. 


(3) The holder shall not, in the course of rendering service 

over segment 9, engage in air transportation between points between 
which regular route service is, or hereafter may te, authorized in 
any outstanding certificate of public convenience and necessity, 
except on casual, occasional, and infrequent trizs which do not 
result in the establishnent of a regular or scheduled service. 


(4) The holder shall schedule service to a minimu> of two 
intermediate points between Anchorage and Juneau. 


(5) The holder shall not, pursuant to the authority granted herein, 
engage in air transportation between Yakutat ard Juneau. 


(6) The authorization for segment 1(d) shall be effective only 
between April 1 and October 31, inclusive, of each year. 


(7) The total subsidy to be paid to the holder for the trans- 
portation of mail over routes 124, 124-F, and 138, and under any 
exemption authority held by the holder shall Bor exceed the 
maximum amounts payable under Orders E-20835, May 19, 1964, 
E-23290, February 25, 1966, and E-25130, May 2 1967. 


The exercise of the privileges granted by this certificate shall be 
subject to such other reasonable terms, conditions, and livitations requir 
by the public interest as may from time to time te prescribed by the Board. 


This certificate shall be éffective on April 1, 1965. 
The holder's authority to serve Yakutat shall conti 


so long as it continues to hold authority to engage 
between Yakutat and Juneau. 
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neronautics Board has caused this 
cretary of the Board, and the seal of 
he 28th day of March, 1968. 


de executed by 
affixed heret 


HAROLD R. SANDERSON 


Secretary 
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Issued pursuant to 


UNITED STATES OF AMERICA Order No. E-26593 
CIVIL AERONAUTICS BOARD 
WASHINGTON, D. C. 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


for Route 12L-F 


is hereby authorized, subject to the provisions hereinafter set forth, the 
provisions of Title IV of the Federal Aviation Act of 1958, and the orders,- 
rules, and regulations issued thereunder, to engage in foreign air trans- 
portation with respect to persons, property, and mail, as follows: 


1. Between the intermediate point Northway, Alaska, and the 
terminal point Dawson, Y.T., Canada. 


2. Between the terminal point Ketchikan, Alaska, and the 
terminal point Prince Rupert, B.C., Canada. 


The service herein authorized is subject to the following terns, 
conditions, and limitations: 


(1) Notwithstanding any other provision of this certificate, the 
holder shall at all times conduct its operations in accordance with 
all treaties and agreements between the United States and other 
countries, and the exercise of the privileges cranted by this certif- 
dicate shall be subject to compliance with such treaties and agreements, 
and to any orders of the Board issued pursuant to, or for the purpose 
of requiring compliance with, such treaties anc agreements. 


(2) The holder shall render service to and from each of the points 
named herein, except as temporary suspensions of service may be 
authorized by the Board. 


(3) Upon compliance with such procedure relating thereto as may be 
prescribed by the Board, the holder may, in addition to the service 
hereinabove expressly prescribed, regularly serve a point named herein 
through any airport convenient thereto, and aay render scheduled 
moore ee service between Dawson, Canada, and any point on segment 1.(c) 
of route 124. 
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The exercise of the authority granted herein shall be subject 
wo snere Sirst being obtained from the Canadian Government such 
operating rights as may be necessary. 


(5) The elder may include in schedules which it files under 
Section 405(t) of the Federal Aviation Act of 1958, any point not 
mamec in any route of any other carrier: Provided, That any such 
point shall be included in such schedules only as an intermediate 
ant and shall be not more than 25 miles off the airline course 
over whe holder's route on which it is named: and Provided further, 
That the Board may require the holder, without advance notice and 
without hearing, to defer inauguration of service to any such point, 
oF © suspend indefinitely, or for some other period, further 
operation of any such service which may have been inaugurated. 


(6) The authority Granted in segment 1 shall be effective only 
between April 1 and October 31, inclusive, of each year, 


(7) The total subsidy to be paid to the holder for the 
transportation of mail over routes 12h, 12h-F and 138 and under 
any exemption authority held by the holder shall not exceed the 
maximum amounts payable under Orders E-20835, May 19, 196L, 
E-23290, February 25, 1966, and E-25130, Hay 11, 1967. 


The exercise of the privileges granted by this certificate shall 
be subject to such other reasonable terms, conditions, and linitations 
required by the public interest as may from time to tine be prescribed 
by the Board. 


This certificate shall be effective on April 1, 1967. 


Di «ITNEss WHEREOF, the Civil Aeronautics 3oarc has caused this 
certificate to be executed by the Secretary of the Board, and the 
seal of the Board to be affixed hereto, on tie 20th day of March, 1963. 


HOLD 1. SMMYERSON 
Secretary 
(SEAL) 
Issuance of this certificate to 
the holder approved by the 
President of the United States 


on March 20, 196° 
in Order 2-26519, 
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Issued pursuant to 
Order No. £26593 


CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(as amended) 


is hereby authorized, subject to the provisions hereinafter set forth, the 
. provisions of Title IV of the Federal Aviation Act of 1958, and the orders, 
rules, and regulations issued thereunder, to engage in air transportation 
with respect to persons, property and mail, as follows: 


1. Between the coterminal points Portland, Oreg., and 
Seattle-Tacoma, Wash:, and the terminal point 
Fairbanks, Alaska; 


Between the terminal point Seattle-Tacoma, Wash., 
the intermediate point Anchorage, Alaska, and the 
terminal point Fairbanks, Alaska. 


The service herein authorized is subject to the following terns, 
conditions, and limitations: 


(1) The holder shall render service to and from each of the points 
named herein, except as temporary suspensions of service may be 
authorized by the Board. 


(2) The holder may continue to serve regularly any point named herein 
through the airport last regularly used by the holder to serve such 
point prior to the effective date of this certificate. Upon compli- 
ance with such procedure relating thereto as may be prescribed by the 
Board, the holder may, in addition to the service herein expressly 
prescribed, regularly serve a point named herein through any airport 
convenient thereto. 


(3) The holder shall not carry persons, property, or mail which, with 
respect to the points named herein, originate at Portland, Oreg., and 
terminate at Seattle-Tacoma, Wash., or originate at Seattle-Tacoma, 
Wash., and terminate at Portland, Oreg. 
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(u) Flights serving Seattle-Tacoma, Wash., shall originate or 
terminate at Fairbanks, Alaska, and shall also serve Anchorage, 
Alaska. 


(S) The holder's authority to serve segnent 1 is suspended 
through May 28, 1972. 


(6) The total subsidy to be paid to the holder for the 
transportation of mail over routes 12k, 12k-F, and 138, and 
under any exemption authority held by the holder shall not exceed 
the maximum amounts payable under Orders B-20835, May 19, 196k, 
E-23290, February 25, 1966, and E-25130, May 1, 1967. 


The exercise of the privileges granted by this certificate shall 
be subject to such other reasonable terms, conditions, and limitations 
required by the public interest as nay fron time to time be prescribed 
by the Board. 

This certificate shall be effective on April 1, 1968. 

The authorization to serve segment 2 shall expire on May 28, 1972. 

IM WITNESS WHEREOF, the Civil Aeronautics Board has caused this 
certificate to be executed by the Secretary of the Board, and the seal 
of the Board to be affixed hereto, on the 2th day of March, 1968. 

HAROLD R. SANDERSON 


Secretary 


PY AVAILABLE 


